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contributions of 
UOP RESEARCH 


keeper of 
the flame... 


Some like it warm . . . some like it warmer . . . others like it just comfortably 
pleasant. Thanks largely to oil, and to the forward-looking refining industry, 
millions now enjoy the comforts of finger-tip automatic heat . . . heat as 
they want it, when they want it. 
For the technical knowledge and processes so important to the production of 
burning oils . . . refiners everywhere rely upon UOP. They rely, too, 
upon UOP for assistance in producing motor, aviation and diesel fuels: also 
petrochemical raw materials used in making synthetic fibers, detergents, plastics. 
Aid to refiners in producing heating fuels is just one significant way in 
which UOP research and technology contribute toward making life more pleasant 
for so many, many people. 


UNIVERSAL OIL PRODUCTS COMPANY owes eraines. 


WHERE RESEARCH TODAY MEANS PROGRESS TOMORROW 
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Long Distance pays off 


n extra sales 


“We hurry up sales by answering all inquiries by phone” 


says K. S. Williams, 
owner, Crown Metal Products Co., West Newton, Pa. LONG DISTANCE RATES ARE LOW ! 


““A Leng Distance call shortens the time between in- k 
8 Here are some examples: 


uiry and order,” reports Mr. Wiiliams. “You settle ques- 
quiry po q 


tions at once... and take advantage of the personal touch. miGR and to Pittsburg 60¢ 
“R leph foll Birmingham to Atlanta ....... 65¢ 
“ ecently, by using our telephone to follow up in- Washi a ae 
quiries, we closed two extra sales of $5000 each. The cost aida nel a 02.85 
San Francisco to New York ... . . $2.25 


A sales inquiry is a valuable and perishable thing. 
Handle it quickly, and personally, by telephone. 


These are day rates, Station-to-Station, for the first three : 
minutes. Add the 10% federal excise tax. i 

Long Distance pays off! Use it now .. . for all it’s worth! 3 
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Keeping costs down is a fine 
art with most businesses—and 
nobody’s more aware of it than 
Chevrolet. Which is why we’ve 
come up with some important 
news about Corvair for 1961. 

To begin with, prices have 
been reduced on all coupes and 
sedans. (Your dealer will be 
glad to tell you exactly how 
much.) Enough said. 

What’s more, a new rear axle 
ratio, quicker-than-ever cold- 
start warmup and other im- 


reduced prices make 
even thriftier! 


CHEVY 


CORVAIR 


provements help make Corvair 


a more practical buy than ever. 


Under the hood, you'll find 
nearly 12% more cargo capac- 
ity, too. Along with all of the 
refinements you’ll enjoy in the 
Corvair, you'll appreciate 
the traditional virtues that 
have become a trademark with 
us: that air-cooled rear engine 
(never needs antifreeze), the 
traction, the nimble handling 
that makes driving easier. 
Give Corvair a chance to 
show you what it can do for 
your balance sheet. Your 
Chevrolet dealer’s the man to 
see. (And by the way, you 
might well be interested in 
Corvair’s wagons—the Lake- 
wood and the intriguing Green- 
brier. Check them both out 
while you’re getting the short, 
sweet details about Corvair 
economy at your dealer’s.) .. . 
Chevrolet Division of General 
Motors, Detroit 2, Michigan. 
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Profits (& Losses) on Ice 


IF you are an active investor, the 
chances are that your mail these 
days—like ours—is full of urgent 
advice from stockbrokers. For 
this is the time of year when 
brokers are deluging customers 
with suggestions for “tax-selling” 
or “tax-switching.” 

It has often occurred to us, how- 
ever, that this emphasis on tax- 
selling is over- 
done. It may lead 
investors to un- 
load thoroughly 
deflated _ stocks; 
when that hap- 
pens, the lower 
price can more 
than cancel out 
any tax advantage. 
In the case of tax- 
switching, the benefit acquired, 
particularly by low-bracket tax- 
payers, may be less than the com- 
missions he must pay to make the 
switch. We think any investor 
should think twice before selling a 
stock, or making a switch, simply 
to save a little in taxes. 

Which is one reason we thought 
this might be a good time to re- 
mind our readers about another 
kind of tax-saving securities trans- 
action, one which is not so widely 
known as straight tax selling. This 
is known as “selling against the 
box.” Your profit (or loss) is ac- 
tually nailed down here and now. 
But for tax purposes the profit (or 
loss) is simply put on ice. 

Pseudo-Sale. Selling against the 
box involves selling short a stock 
which you actually own. Thus the 
term: i.e., selling short against your 
own strongbox. 

Before we frighten those of our 
readers who don’t like the idea of 
short selling, we hasten to add that 
this particular transaction has 
nothing to do with speculating on 
the chances of a stock going down. 
In this case you own the very stock 
which you have sold short. 

How actually does it work? Sup- 
pose an investor inherited $10,000 
five years ago and put it into IBM, 
then $100 a share. Now that it is 
around 500, he might like to sell it. 
But let us further assume he has 
an ordinary taxable income of 
around $10,000; in this case selling 
the stock would zoom him from the 


26% tax bracket into the 47% 
bracket. 

So he hesitates to sell. He be- 
comes, to use again the thermal 
metaphor, frozen into his position. 
Selling short against the box gives 
him a way to thaw it. He can sell 
half of the stock now. On this 
profit he would pay an immediate 
capital gains tax of around $3,080. 
The other half he 
sells short against 
the box. Then, on 
January 2, 1961, 
he instructs his 
broker to deliver 
the remaining 50 
shares against his 
short position, 
thereby acquiring 
a capital gains li- 
ability for 1961 of $3,080. Total tax 
liability: $6,160, vs. the $7,260 he 
would probably have had to pay 
had he sold the whole lot this year. 
(There is one drawback. This op- 
eration deprives the investor of 
temporary use of his money until 
he closes out the position.) 

How does selling against the box 
help an investor with a loss? It 
can help him put a long-term loss 
forward to a year in which the loss 
might do him more good. 

Interestingly enough, this little 
device also enables the investor to 
trade against his position. Were 
IBM to drop to 400, he could cover 
his short stock (i.e., buy new stock 
to deliver against it), thereby reap- 
ing a short-term profit and re- 
establishing himself as a long-term 
holder of IBM. 

One caution: selling short against 
the box won’t help you turn a 
short-term profit into a long-term 
one. Internal Revenue has decreed 
that a security’s holding period 
automatically ends when a short 
sale is made in the same security. 

All this is pretty complicated. 
But it can be quite useful to the 
investor who wants to keep his 
taxes down in a perfectly legal 
way, more useful in many cases 
than ordinary “tax selling.” 

It gives you a really worthwhile 
amount of flexibility in handling 
the tax aspects of any unusually 
big profit or loss. And best of all, 
you get that flexibility without tak- 
ing any risk whatever. 
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WINTER SPORTS and summer 
stock, sailing and symphony 
make New England an exciting 
place to live. Here there’s a vari- 
ety of climate, varieties of living 
. diversified and dynamic 
economy drawing on one of the 
nation’s largest pools of skilled 
workers, managers and thinkers. 


NEW ENGLAND ELECTRIC 


BOSTON 16, MASSACHUSETTS 


Come make a good living 
where the living is good. 
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READERS SAY 


Foreign Aid 


Sir: Your editorial “Indirect Dividends 
from Foreign Aid” (Fact & Comment, 
Forses, Oct. 15) suggests that the lavish 
dividends to U.S. businessmen overseas 
is the result of our large-scale and gen- 
erous U.S. aid. This is small consolation 
to the multiple taxpayers footing the bill 
who do not have foreign investments. 

Please admit that we have made many 
costly errors and duplications in the for- 
eign aid program. Our economic wisdom, 
which is so lacking, would be better 
served by explaining why the Standard 
Oil Co. (New Jersey) and others have 
a so much better return on their foreign 
investments than on those in the US. 
Can it be that our domestic policies to- 
ward business need revision as well? 

—Wayne W. ZIMMERMAN, M.D. 
Tacoma, Wash. 


Sir: For many years I have maintained 
that the British were justified in invest- 
ing their money in such underdeveloped 
places as India, Africa and South Amer- 
ica because of the good returns they ob- 
tained. This, unfortunately, was called 
exploitation. 

Now that the United States is obtain- 
ing such benefits through their aid, this 
is called “dividends on investments:” 

What is the difference—or is it which 
way you care to look at it? 


—H. Pavu.in 
Scarborough, Ontario 


Sir: You didn’t point out the obvious 
fact that dividend income represents jobs 
and income exported from the U.S. If the 
production that earned these dividends 
had been kept in America, the American 
economy would have received not just 
the dividend income but the wages and 
the tax income that result from such 
production. 

—Tuomas J. MULLEN Jr. 
Short Hills, N.J. 


Str: I would suspect that some foreign 
peoples might realize American business 
is collecting rather considerable profits. 
They could hardly realize that it is the 
small taxpayer who is the selfless one 
in this contribution. 

—JANE MASTERS 
Warren, Pa. 


Strikeout 


Sm: The story “Batter Up” (Forses, 
Nov. 1) states: “For it is a fact that no 
major league game has ever been played 
with other than a Spalding baseball.” 

It seems to me that in my younger days 
the American League used a Reach ball 
while the National League used the 
Spalding ball. 


Hempstead, N.Y. 


Chalk up one error for reader Davis. 
The American League still uses the 
Reach ball—which has been made by 
Spalding since before the league was 
formed—Eb. 


—CLarRENcE Davis 
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Two Sides 


Sir: In one important respect, the rec- 
ord on the Denver & Rio Grande Western 
needs correction (“How To Be Happy 
Though a Railroad,” Forses, Oct. 15). 
While it is true that Alfred Perlman 
emerged as president, later to move to 
New York, credit for reorganization be- 
longs not to him but to the late Wilson 
McCarthy, aided by Henry Swan. 

These gentlemen, appointed trustees 
for a very sick piece of property by US. 
District Court Judge J. Foster Symes in 
1935, not only were primarily responsible 
for development of the reorganization 
plan, but for selling it to both bond- 
holders of the D&RGW and the Denver 
and Salt Lake (absorbed by the D&RGW 
as part of the reorganization) and to the 
ICC. Without these two—and most espe- 
cially McCarthy—the Rio Grande would 
not be where it is today. 

—GERALD H. Puipps 
Denver, Colo. 


Every story has two sides, and credit 
is due both. Alfred Perlman, then chief 
engineer of the D&RGW, is credited with 
the physical rehabilitation of the “sick 
property” which enabled Messrs. Mc- 
Carthy and Swan to carry through finan- 
cial reorganization—Eb. 


Slow But Sure 


Sir: Forses is to be congratulated for 
its story on Peabody Coal (“Triumph of 
the Tortoise,” Nov. 1). It is about time 
you paid some attention to companies 
which don’t break records (up or down) 
this year or that quarter, but which do 


move along nicely, make a profit and | 


take care of their stockholders as best 
they can. This is not to praise mediocrity 
but to give steadiness its due. 

—Mnrs. ABRAHAM VICTOR 
Croton-on-Hudson, N.Y. 


Commodity Comment 


Sm: Your article on commodity trad- | 
ing (“Decline of ‘The Pit’?,” Forses, | 


Nov. 1) was a good illustration of the 
harmful effects of the Government’s 
chaotic and poorly organized price sup- 
port program. It is to be hoped that once 


we start exporting our surpluses to the | 


underdeveloped countries, commodity 
trading will regain its former excite- 
ment. 

—Haroip Bartiey 
Boston, Mass. 


The Colophon 


Sir: Real brains were involved in writ- 
ing your article on “Our Colophon” 
(Side Lines, Forses, Sept. 15). So often 
the tools and the mechanics of the 
printed word are forgotten, but they are 
essential. And sometimes they’re the most 
interesting parts of all in a publication. 

—Lr. Cor. WINN ZELLER 
US. Air Force 
San Francisco, Calif. 


We hope not—Eb. 
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STEEL AND CEMENT... Route 
128 with its 18 industrial parks 
and 258 laboratories and plants 
and its new sister, Route 495... 
are just two of the fast growing 
new areas that are providing 
growing-space for the new indus- 
re ihe” tries thriving in New England’s 
vigorous industrial climate. 


NEW ENGLAND ELECTRIC SYSTEM 


BOSTON 16, MASSACHUSETTS 
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Inco’s 2-Steel Plan Helps i 


Simplify production, 
lower your cost of 
inventory possession 


Business Cut Costs, Increase Profits 


Standardization has been the answer 
to many a business problem. 

Now metal working companies have the opportunity 
for standardization savings in steel. 


2 alloy steels do 9 out of 10 jobs 


INCO has developed a 2-steel plan 
for standardization that offers busi- 
nessmen the opportunity to simplify 
inventory and processing, save money 
in purchasing and production, and to 
lower the cost of inventory possession. 


‘The Plan, The 2-steel plan is made 
possible by the exceptional properties 


of two versatile nickel alloy steels 
(AISI 4340 and 4620). With these 
two steels, a metal user can satisfy 
most of his engineering requirements. 
Instead of using many types of steels 
—he may be able to use just two. He 
standardizes, simplifies, and saves 
money right down the line! 

What’s more, both steels are 
stocked by Steel Service Centers coast 
to coast, ready for delivery right off 
the shelf. The result? The steels are 
ordered when they’re needed, elim- 
inating the tie-up of your capital—the 
tie-up of valuable storage space, as 
well. 

When you have carried your stand- 
ardization plan as far as possible, and 
specialized needs warrant it, other 
nickel steels are available from these 
Steel Service Centers. 

You'll find wherever there’s a 
nickel-containing metal in use, it’s 
backed up by the cooperative efforts 
of The International Nickel Company 
to help it do a better job. 


For a directory of Steel Service Centers 
that can help put the 2-steel plan to 
work for you, simply write: 

The International Nickel Company, 
Inc., New York 5, N. Y. ©1960, Inco 


Steel Service 
Centers deliver them 
off the shelf 

SERVICE CE NIER 
INSTITUTE 


so, International Nickel | 


The International Nickel Company, Inc., is the U.S. affiliate of The International Nickel Company of Canada, Limited (Inco-Canada)— 
producer of Inco Nickel, Copper, Cobalt, Iron Ore, Tellurium, Selenium, Sulfur and Platinum, Palladium and Other Precious Metals. 
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TRENDS & TANGENTS 


Rolling readjustment rolled some- 
what unevenly over industry’s third- 
quarter profits, according to the First 
National City Bank. Some groups 
showed gains over 1959, among them 
drugs, soap and cosmetics (up 32%); 
petroleum products (up 23%). Dark 
spots were automobiles (down 67%); 
iron and steel (50%); and mining 
(21%). 

General Motors is again going ahead 
with a walloping capital spending pro- 
gram in 1961. In all, the giant auto- 
maker will spend $1.25 billion next 
year on new plant and equipment and 
retooling for 1962 models. 

e a 

Look for cheaper beef on your table 
in the coming months. The U.S.’ cat- 
tle population, growing at a rapid 
rate, will reach a record 105 million 
head by the end of this year, and sup- 
plies of feed are also running at a 
peak. Result: a huge “kill,” which 
should mean cheaper beef prices for 
consumers. 

The nickel pack of gum may be com- 
ing to the end of the road. The 
William Wrigley Jr. Co., which has 
been selling the pack since the 1890s, 
announced last month that it was test- 
marketing a new pack with eight 
sticks of gum (vs. five in the present 
pack) which will sell for 10 cents. 
Financial men feel that Wrigley even- 
tually will market the 10c package 
on a nation-wide scale. 

Low-priced foreign drugs are being 
bought in increasing amounts by U.S. 
Government agencies dissatisfied with 
American drug prices. The Veterans 
Administation recently joined the 
parade by placing a large order for 
Danish meprobamate, a tranquilizer 
sold in this country under the trade- 
names Miltown and Equanil. 

Shopping for a boat? Chances are 
you'll find prices at their lowest in 
years. Inventory pile-ups in dealers’ 
hands have caused price cutting 
throughout the industry. In many 
cases prices are down some 50%, more 
than likely will remain low until the 
usual springtime boating boom. 

New investment bank, the Paribas 
Corp., has been set up on Wall Street 
by France’s Banque de Paris et des 
Pays-Bas. Reversing the usual trend 
of American companies invading 
Europe, the bank expects to bring 
European stock issues to the U.S. and 
sell American stocks abroad. 


STOP 


BUYING LABELS — 


Print your own 


.». on a Weber Label Printing Machine 


@ save hours and hours of 


@ eliminate label inventories 
e cut your-label costs up to 90% 


Save expensive hours of typing 


and eliminate addressing errors. 
cost, wasteful, volume purchasing, storing and in- 
ventorying of labels—the Weber Label Printer 
will run them off when and where you need them. 


The compact portable, typewriter-size, fully 


INTERLOCK 


4585528 


weern 


typing 
individual forms You get 


@ No more buying 
labels 


automatic machine prints, counts, cuts to size, ° a typing 
and stacks labels—at 105 per minute! It adjusts 
in seconds for different sizes and varieties of labels @ No more label 


used in shipping, production, packing, inspection 
and other departmental work. Prints from stencil 
or rubber mat on gummed, ungummed, dry 
gummed, linen or pressure sensitive stocks. * 

Whatever the variety or quantity, you can now 

rint all your label needs quickly and easily on a 

Weber Label Printing Machine. Get the facts on e 
how you can save up to 90% on your label costs— 


mail coupon! 


Weber 


MARKING SYSTEMS 


Sales and Service in 
oll principal cities 


inventories 
@ Reduce claims 


Reduce theft and 
overshipment 
losses 


Address faster 


@ Ship faster 
WEBER MARKING SYSTEMS| 
Dept. 31-K | 
Weber Industrial Park 


Mount Prospect, illinois 

Please send me complete data on Weber Label 
Printing Machines. 


Individual 


Position 


Addr 


City. Zone. State. 
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New ideas in photography are 
old business at Argus Cameras, 
a part of General Telephone & Electronics. 


Long a major producer of 35mm cameras, 
Argus last year extended its line with two 
new 8mm movie cameras, and a new 8mm 
movie projector that gives the brilliant 
performance of 750 watts while using only 
150 watts of power. 


During this same year,.Argus also intro- 
duced the first automatic electric eye 


35mm still camera with a range finder. 
0 CU a Also a new matching slide projector which 
features a zoom lens that lets you change 
picture size without moving the projector. 


On Today, General Telephone & Electronics 
brings together the talents of many people 
and the facilities of many companies— 


. all working to advance communications 

hew l e as through sight and sound. 
By developing new methods and new prod- 
ucts for home and industry, Gen Tel is 
working for what it believes is bound to be: 


a growing future ina growing America. 
Argus Cameras Division 


General Telephone Operating Companies in 31 states 
General Telephone & Electronics Laboratories Incorporated 
General Telephone & Electronics International Incorporated 
General Telephone Directory Company 
Automatic Electric Company 
Leich Electric Company 
Lenkurt Electric Co., Inc. 
Electronic Secretary Industries, Inc. 
Sylvania Electric Products Inc. 

Lighting Products Division 

Photolamp Division 

Semiconductor Division 

Parts Division 

Electronic Tubes Division 

Electronic Systems Division 

Chemical & Metallurgical Division 

Home Electronics Division 

Argus Cameras Division 


TELEPHONE & ELECTRONICS 


730 Third Avenue, New York 17 
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“With all thy getting get understanding” 


FACT AND COMMENT 


What kind of a President is Jack Kennedy going to 
make? We will have a better idea when we know with 
what kind of men he is going to surround himself. He 
was supported by a conglomerate coalition. And he 
squeaked by with a margin so narrow that it can hardly 
be regarded as a mandate to work radical changes in 
our economy or our society—as some of his extremist 
followers advocate. 

But not until he begins to sort out his active advisers 
from his political hodge- 
podge of supporters will 
the nation get a_ real 
idea of what kind of 
administration it is going 
to have after Jan. 1, 
1961. 

Fortunately, there is 
every reason to hope that 
Jack Kennedy the 
White House will be a 
different man than Jack 
Kennedy in the campaign 
hustings. Remember this: 
during his Congressional 
and Senatorial careers, 
the President-elect was 
by no means a _ doctri- 
naire member of his party’s left wing. 

Encouraging, too, is Kennedy’s background. His father 
is a brilliantly successful businessman and investor. 
Young Jack grew up in an atmosphere of ruggedly indi- 
vidualistic accomplishment. As quite a young man he 
was managing and investing a large sum of money which 
his father settled on him. Presumably the hard realities 
of money management are not beyond his range of expe- 
rience. Kennedy must realize that freedom and financial 
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by MALCOLM S. FORBES 


THE NEXT FOUR YEARS 


solvency cannot be separated, that a nation cannot be 
free and progressive if it is bankrupt. 

In the nearest thing he made to a clearcut statement 
of economic policy, Kennedy certainly did not sound like 
an economic radical. “If elected President,” he said in 
the final eight days of his campaign, “I shall not devalue 
the dollar. Rather I shall defend its present value and 
soundness.” He spoke of economies in government, a 
policy of price stability, tax concessions to stimulate 
business modernization. 
He promised strong ef- 
forts to make our allies 
bear a bigger part of the 
defense and foreign aid 
burden. 

“We are pledged,” said 
Kennedy, “to maintain a 
balanced budget except in 
times of national emer- 
gency or severe recession. 
We will seek a budget 
surplus in times of pros- 
perity as a brake on in- 
flationary forces. Through 
the vigorous use of fiscal 
policies to help control in- 
flation, we will be able to 
lessen reliance on restrictive monetary policies which 
hamper growth.” 

Kennedy, in other words, will take a more direct hand 
in trying to regulate the ups & downs of the economy 
than the Eisenhower administration did. He will “inter- 
vene” more. But all the same, his statement shows a 
commendable grasp of the fact that inflation is dangerous 
and a balanced budget desirable. 

True, Kennedy did not always talk in such a sound 
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vein. But there is good reason for believing that his 
personal inclination is toward fiscal responsibility. 

And his own predilections aside, there are other fac- 
tors which will probably pull President-elect Kennedy 
considerably to the right of the Reuthers and Galbraiths. 
For one thing, Kennedy will need to lean on Vice Presi- 
dent-elect Lyndon Johnson to marshal Congressional sup- 
port for his programs; it is hard to conceive of Johnson in 
league with the visionary left. 

Then, too, Jack Kennedy knows he was elected with 
the help of millions of independents. They do not want 
the government to recast U.S. society in a radically new 
mold-——nor would they support it if it tried. This country 
will give a majority neither to the extreme right nor 
to the extreme left. 

The fact remains that the inflationary pressures are 
going to mount again under Kennedy. Taxes are going 
up. Big Government is going to grow bigger. The 
Federal Reserve Board’s independence is probably going 
to be whittled down. But there is every reason to hope 
that President-elect Kennedy will never completely part 
company with fiscal restraint and responsibility. 


G.I. AUSTERITY 


One of the new President's most pressing problems 
will be to do something about the balance of payments 
deficit which is draining off U.S. gold. There is, as we 
have already said in these pages, no single answer to 
this problem but many answers—no quick solution but 
only gradual ones. 

One of the more effective steps which the new Presi- 
dent can take is, unfortunately, a politically explosive 
one. This involves the costly business of keeping U.S. 
troops in Europe, especially Germany. Cutting down 
our combat strength there is one way such a savings 
could be made. Another way—and it is no longer a 
secret that Treasury Secretary Anderson favors it— 
would be to impose a little austerity on U.S. troops 
serving abroad. Specifically, Anderson favors doing away 
with the practice of allowing the soldiers (corporals and 
above) to bring their dependents along. 

The reason for this is obvious. Every dollar spent by 
a U.S. military family in Europe, whether to buy gro- 
ceries, take a vacation or buy a Volkswagen, weighs 
against the U.S. balance of payments. It means that 
many more dollars have to be changed into Deutsch- 
marks; it adds that many dollars to Germany’s already 
overflowing coffers. 

There are several hundred thousand such dependents 
in West Germany alone. Housing has to be provided 
for every one of them. Schools must be built for the kids, 
and teachers brought from the U.S. PXs must be stocked 
with both Stateside and European goods. The dependents 
have to be shipped over and then carried back. Furniture 
and cars have to go along, round trip. 

All this is a potent contributor to the U.S.’ payments 
deficit. From their own earnings alone, 500,000 U.S. 


troops and dependents pour close to $1 billion a year 
into the German and Western European economies. 

There was a time when a deluxe operation of this 
kind served an economic purpose. Not only did it make 
life more pleasant for U.S. troops abroad but it poured 
dollars into the battered European economies and helped 
them to get back on their feet. But now our elaborate 
personnel setup can be justified only on the grounds of 
troop morale—and political expediency. 

In the past both the State Department and the Pentagon 
have fought any direct cuts in this program. The State 
Department on the ground that cuts would be inter- 
preted as a sign of weakness on the U.S.’ part. The 
Pentagon because it feared the effect on troop morale. 
But hardheaded treasury officials increasingly have come 
to favor these economies. 

The dependents’ area, of course, is not the only pos- 
sible place for dollar savings. More might be done to 
encourage the German-based GIs to save a bigger part 
of their earnings as a nest egg against their discharge. 
Perhaps more goods could be purchased in the States 
rather than in Europe—even if the cost were slightly 
higher. Certainly, too, the Germans—who are so anxious 
to have U.S. troops stay on—could pick up more of the 
tab. But none of this could match a change in the depend- 
ents’ system as a dollar-saver. 

Enforcing austerity is the sort of thing nobody likes to 
do if he can help it. Nevertheless, the new President may 
have to decree a period of family separation for future 
GIs in Germany. 


x 
PUT ’EM AWAY BUT DON’T FORGET °EM 


Three of the Big Board’s most venerable dividend 
payers, The New York Times noted recently, seem to be 
in danger of spoiling their records. One is the Pennsyl- 
vania Railroad, which has paid a dividend in every single 
year since 1848. But in the past two years it has paid only 
a token year-end dividend; and this year, deep in the 
red, it may pay none at all. At a recent 11, Pennsy com- 
mon was selling at its lowest price since the Thirties. 

Another is Scovill Manufacturing. Scoville has a record 
of unbroken dividends since 1855, but it has had to cut 
the dividend in recent years, omit it several quarters and 
now faces shrinking earnings due to foreign competition. 
Scovill, as high as 40% in 1956, was down to 165%. 

The third is United Fruit. As recently as 1952; United 
Fruit paid a $4 annual dividend, has distributed some- 
thing in every year from 1899. But its current dividend 
is only 25c quarterly and, with the stock down to 16 
(from 60 in 1955), even that payout may be in danger. 

There is a moral to all this. These were once widows’ & 
orphans’ stocks. Now they are selling at cat & dog prices— 
much to the distress of thousands of investors who 
invested in them for dependable income. The moral is 
that no investment is sacrosanct—and the worst advice 
anybody can give you is to “buy a good stock, put it away 
and forget about it.” 
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Accept this silver-dollar 
paperweight FREE... 


...for seeing how this calculator prevents figurework errors 
— puts $5 in your pocket for every mistake avoided! 


It costs you $5.00, on the average, to catch and 
correct each figuring error! 


So, every time this fast, accurate Marchant calcu- 
lator prevents a mistake, you actually put $5.00 in 
your profit column. 


See how a Marchant can do this for you with unerr- 
ing automatic operation. Test it on your own figure- 
work. And receive, free, a beautiful and unusual 
American Silver-Dollar Paperweight as a token of 
our appreciation. 


fs/c/ MARCHANT 


DIVISION OF SMITH-CORONA MARCHANT INC. 
OAKLAND CALIFORNIA 


Fine calculators and adding machines 
of advanced design 
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MARCHANT DECI-MAGIC STOPS DECIMAL ERRORS AUTOMATICALLY! 
With the Deci+ Magic model (illustrated), the operator 
touches one key to set all decimals automatically. Then 
she just “writes” the figures in the keyboard as she would 
on paper. The Deci+ Magic does all the rest—at twice the 
highest speed of any other desk calculator! Any Marchant 
calculator is easy to lease, or easy to own on a choice of 
time-payment plans. Generous trade-ins, too. 


SEND TODAY FOR YOUR FREE SILVER-DOLLAR PAPERWEIGHT. 
ATTACH COUPON TO YOUR BUSINESS LETTERHEAD. 


TITLE 


Request honored only when made with this coupon, with name and title filled 
in and business letterhead attached. Limited stock — offer subject to supply on 


| Marchant Division of Smith-Corona Marchant Inc. 

| Oakland 8, California 

| Please instruct the nearby Marchant office to deliver my free Silver-Dollar 
Paperweight when it is convenient for me to try a Marchant Deci-Magic on my 

own figurework. 
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Whose famous hands’? 


and how do Kobertohaw controls 


give them the touch of 
og everyday magic? 


In these famous hands, the awkward 
bulk of a pigskin becomes an accu- 
rately guided missile. Forward pass- 
ing magic has made their owner 
the most highly paid player in the 
Western Conference. 


Yet even off the gridiron, these hands 
have a touch of everyday magic which 
they share with yours. For around the 
clock, and in almost all activities, 
Robertshaw Controls belp modern 
Americans perform everyday mira- 
cles. They’re miracles that make life 
easier and more comfortable, safer 
and more productive in this dawning 
age of automation. 


AT HOME AS ON THE GRIDIRON, the 
Famous Hands possess “remote control.” 
They tune the TV from across the room .. . 
for a special time-delay bellows assembly 
makes such channel changing possible. And 
of course it’s a Robertshaw control, from the 
company’s Bridgeport Thermostat Division. 


To check your identification of these 
famous hands see page 65 { 


ROBERTSHAW-FULTON CONTROLS COMPA 
Executive Offices: Richmond 19, Virginia ¢ Eight 


U. S. Divisions * Subsidiaries or affiliates in Canada, 
Western Germany, Italy, Brazil, Mexice and Australia. 
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THE PRUDENT CONSERVATISM 
OF ARMSTRONG CORK 


Rounding out its 100 years, Armstrong Cork Co. clings to 
a humanistic tradition which weighs people against profit, 
prudent income against growth, reputation against pub- 
licity. Its earnest watchword: “Let’s earn people’s respect.” 


JUST A century ago this year, a ven- 
turesome young Pittsburgh shipping 
clerk named Thomas M. Armstrong 
set up business in a one-room shcp 
cutting bottle corks. His entire capi- 
tal was $300. So, tempering enter- 
prise with prudence, Armstrong kept 
his job at a glass factory while his 
struggling infant business found its 
footing in what proved turbulent 
times. 

The Old Virtues. The company Arm- 
strong founded is today a far cry 
from that shaky shoe-string enter- 
prise: a $198-million (total assets) 
business, with sales of $290.6 million 
last year on which it showed a sturdy 
$19.2-million profit. Even its name 
is now a misnomer: cork, the re- 
silient, chemically inert bark of a 
western Mediterranean tree, has long 
since given way to synthetic materials 
in most Armstrong products. 

Yet to a remarkable degree, the 
stamp of Thomas Armstrong remains 
fixed on his creation. A God-fearing 
Presbyterian, Armstrong insisted that 
his company hew to strict observance 
of the Golden Rule in business. Peo- 
ple, he declared, ranked above profits. 
Says Armstrong Cork Co.’s* present 
president, Clifford J. Backstrand, 63: 
“His son, C.D. Armstrong, whom I 
knew, had a favorite saying: ‘Our 
principal job is to build men.’ We 
still believe that.” 

What in another man would seem a 
pious platitude, from Backstrand is 
a simple statement of fact. So, too, 
what in another company would be a 

*Armstrong Cork Co. Traded NYSE. Re- 
cent price: 34. Price range (1960): high, 
4834; low, 39. Dividend (1959): $1.60. Indi- 
cated 1960 payout: $1.60. ne per share 


(1959): $3.68. Total assets: $198 million. 
Ticker symbol: ACK. 
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rousing centennial celebration, is at 
Armstrong Cork just a quiet family 
affair. “We don’t,” says Backstrand, 
“believe in beating our own drums.” 
Armstrong’s one public concession to 
its centennial: a quiet, little, 24-page 
statement of policy and history with 
a limited circulation to customers, 
suppliers, stockholders and a few 
other interested parties. “We are 
aware,” the modest text observes, 
“that the general public will have only 
passing interest in the fact that Arm- 
strong is 100 years old.” 

Quiet Energy. In several other re- 
spects, Armstrong Cork retains the 
character set by its founder’s pre- 


FITFUL GROWTH 


Armstrong Cork managed to keep 
its sales steady over the past half 
decade, in spite of the big switch 
in its technology — but earnings 
suffered. Not until 1959 did earn- 
ings get off their ploteau. 


$ 
: 
& 
| Earnings per Share 


cepts. From its surroundings in the 
gently rolling farm country of south- 
ern Pennsylvania, home of the Plain 
People and shoo-fly pie, it has re- 
newed Founder Armstrong’s sturdy 
passion for simplicity and thrift. To 
this day, Armstrong Cork shuns even 
a penny of debt. Year after year, its 
ratio of current assets to current lia- 
bilities prudently ranges between 
2.6-1 and 3.9-1. Says Backstrand with 
a slow smile: “I guess you might call 
us a conservative outfit.” 

Yet on the record, Armstrong’s 
ingrained conservatism is not the 
kind that resists change. Thus in its 
areas of special competence—resilient 
flooring, wall coverings and ceiling 
materials—it has been a continual in- 
novator. More than one third of its 
products are less than ten years old. 
Among notable firsts to its credit: 
colored building materials for home 
decoration; fireproof acoustical ceil- 
ings; the decorative (as opposed to 
the purely functional) use of linoleum. 

In fact, over the past decade Arm- 
strong’s quiet energy has produced 
a technological revolution in its busi- 
ness. From heavy dependence on 
natural raw materials—especially lin- 
seed oil, cork and burlap, the basic 
ingredients of linoleum—Armstrong 
has transformed itself into essentially 
a chemical processor. Today vinyl 
plastics and other synthetics are the 
basic materials of the flooring, wall 
coverings, and industrial specialties 
which comprise some 40% of Arm- 
strong’s business. 

Balance Wheels. Such changes were 
not easy for Armstrong, a company 
which cherishes stability above quick 
gain, assurance for its employees and 
stockholders above cold efficiencies. 
Its decision to make changes was 
coupled with a resolution not to dis- 
rupt the security of its work force. 
Moreover, the technological change- 
over was not accomplished without 
considerable cost. 

One consequence was that, during 
the mid-Fifties, when many another 
industrial company’s earnings were 
soaring, Armstrong’s lagged notice- 
ably despite a steady growth in sales 
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(see chart, p. 15). Remarks Treasurer-' 


Economist Walter Hoadley Jr., Arm- 
strong’s spokesman on matters finan- 
cial: “That was the time when we 
really felt the cost of phasing out old 
lines and converting to new ones.” 

That pressure, fully accepted be- 
forehand, showed up in Armstrong’s 
modest and somewhat unsteady 
growth. It also showed up in earn- 
ings, which lodged on a plateau. Thus 
over the past decade, sales grew 78% 
—far less than many another indus- 
trial company’s. Earnings, mean- 
while, rose only 68% to 1959's $3.68 
per share. 

Yet there were very real compen- 
sations. One was that Armstrong’s 
efforts freed it from most of the vio- 
lent price swings it used to face in 
its raw materials supplies. “Now,” 
says Backstrand with satisfaction, “we 
are far more self-sufficient and have 
alternate sources of supply.” 

Another happy result came ulti- 
mately in a gradual improvement in 
profit margins. As its new technology 
was digested, Armstrong gradually 
regained the 6.6° profit margins it 
had enjoyed in the late 1940s. Thus, 
on sales up 33% in the last five years, 
net has risen 61%. 

As Armstrong people see it, these 
moves have restored an essential bal- 
ance wheel to their operations. And 
that, they argue, is as essential an 
element in Armstrong’s human equa- 
tion, as in its financial one. 

Slow But Sure. Armstrong’s Back- 
strand makes no apology for the fact 
that not a few U.S. industrial com- 
panies are more profitable than his— 
though it ranks somewhat above the 
median of large companies. Arm- 
strong prides itself, for example, on 
its refusal to join the postwar rush to 
supply plastic floors for residential 
housing. Lacking dimensional sta- 
bility, they warped, buckled and lost 
their shape. Says he: “We may have 
lost a chance to make a few dollars 
by that decision. But we would not 
produce a product we could not 
proudly put our name on.” 

Yet even from a fiscal viewpoint, 
Armstrong’s slow but sure ways are 
not inconsiderable virtues. From a 
speculative viewpoint, to be sure, ACK 
common has not been a great vehicle 
for appreciation in the bull market of 
the 1950s. Yet thanks to the stability 
of its earnings, ACK has stood up well 
in recent market breaks, early this 
month was still selling mid-way in its 
ten-point 1960 price range. Where 
earnings of many building materials 
producers were down 20% or more 
in this year’s first nine months, Arm- 
strong’s profit was off only 13.8%. 

This is not to say that the profit 
motive is not strong at Armstrong 


ARMSTRONG’S BACKSTRAND: 
two anchors to windward 


Cork. It is. “Each year,” says Back- 
strand, “we compare ourselves with 
a group of 25 competitors in various 
product lines and with another 25 
recognized blue chip and growth com- 
panies.” He confesses that he has not 
always been happy with the com- 
parison. “Yet slowly and surely,” he 
notes with satisfaction, “we have been 
improving our position in both 
groups.” 

Assured Income. Backstrand is con- 
fident that Armstrong will continue 
to do so. In absolute terms, however, 
he confesses that 1960 is something of 
a disappointment. “We thought we 
would hit $300 million in sales this 
year,” he says, “and earn just about 
what we earned last year. But we 
will fall somewhat short on both 
counts.” Just the same, Armstrong 
will likely earn $3.25 or better per 
share, its second-best profit ever. 

One reason that Backstrand’s com- 
pany will get off so lightly in this year 
of declining industrial earnings is that, 
in good conservative style, it some 
time ago dropped two anchors to 
windward. Now, besides its big posi- 
tion in building materials (accounting 
for some 60% of company sales), it 
also has a substantial stake in packag- 
ing (20% of sales) and in such “in- 
dustrial specialties” as gaskets, textile 
machinery parts and adhesives (ac- 
counting for the remaining 20%). 

For packaging particularly, Arm- 
strong’s managers have great growth 
hopes. Says Treasurer Hoadley: 
“Packaging will continue to be an 
area of relentless growth.” 

Around Armstrong's Lancaster 
headquarters, moreover, there is a 
palpable air of confidence in the so- 
lidity of its building materials’ vol- 
ume. “We are far from dependent 
on new home construction, which is 


lagging right now,” says Hoadley. 
“Less than 25% of our building mate- 
rials volume goes into that market. 
Somewhat more than 25% goes into 
the repair and modernization of older 
homes. And as much goes into com-— 
mercial construction as into all resi- 
dential sales.” Both of these markets, 
he notes, are holding up much better 
than are new housing starts. 

Larger Outgo. In the face of this 
year’s buyers’ market, Armstrong has 
reacted in anything but conservative 
fashion. Its advertising and promo- 
tion outlays, which ran to an esti- 
mated $8.2 million last year, have 
been boosted “very substantially” this 
year. So has its research budget. 
Observes Senior Vice President 
Maurice J. Warnock: “We have a 
future to consider.” 

This year Armstrong’s_ capital 
spending has also been stepped up to 
a record $22 million-plus (vs. $20 
million last year). Having already 
paid for much of what it wants, how- 
ever, capital outlays will drop off 
again next year and probably stay 
lower for some time to come. 

Yet for a conservative company, 
Armstrong has spent freely to im- 
prove its lot—$79 million (or $15.60 a 
share) in the last five years alone. 
On average, each dollar of capital so 
spent has boosted annual earnings by 
some 9.2 cents, a respectable but 
hardly remarkable return. 

In nature, Armstrong’s outlays have 
a prudent defensive cast, rather than 
the earmarks of aggressive “growth 
company” spending. Just the same, 
Backstrand has carefully inculcated 
profit-consciousness within his or- 
ganization. One of his first innovations 
as president was to establish the con- 
cept of return on capital employed as 
a yardstick of achievement. Last year 
the “roce” (as Armstrong men call 
it) reached 10.2%, putting the com- 
pany in the upper 40% among the 
U.S.” top 500°‘ manufacturing com- 
panies. Armstrong’s average return 
over the past decade, however, has 
been only 8.1%. Says Backstrand: 
“Our aim is to establish a favorable 
comparison with companies which 
have earned the right to be called 
well-managed growth companies.” 

The Good Steward. But profit has 
other aspects which command atten- 
tion in the prudently conservative 
Armstrong family atmosphere. Typi- 
cally, Backstrand answers all letters 
addressed to him personally. Says he: 
“We are stewards of other people’s 
money, and if they entrust it to us 
they are entitled to a direct reply 
from me if there is anything on their 
minds.” Employees’ and customers’ 
rights get equal attention. Says Back- 
strand: “We say: ‘Let’s earn profits, 
but let’s also earn people’s respect.’” 
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MEAT PACKERS 


ARMOUR’S 
BEEF-UP 


Mention Armour and most 
ople think of meat. But 
= 1962 Billy Prince hopes 
to have shifted the main em- 
phasis to chemicals. 


AFTER 11 years of famine—four more 
than Joseph’s Pharaoh endured—Ar- 
mour & Co.* stockholders lost their 
lean and hungry look early this year 
with the appearance of quarterly cash 
dividends on their breakfast menu at 
an annual rate of $1.20. Did this mean 
that Armour’s 17,813 stockholders 
would henceforth be eating regularly? 
Yes, said William Wood Prince, Ar- 
mour’s brisk 46-year-old president. 
His formula: getting Armour more 
and more out of the meat business. 
Where is Armour headed? Last 
month Wood announced without fan- 
fare a major switch in emphasis away 
from the flesh market to chemicals, 
long an Armour standby, but now to 
become the mainstay of the business. 
Versatility Pays. Prince, an adaptable 
Groton and Princeton graduate, who 
came to the Chicago stockyards by 
way of the Sherman Hotel and Col- 
lege Inn Foods, came brusquely to the 
point: “We plan to spend $60 million 
to expand our chemical industries. By 
1962 Armour will, for the first time in 
its history, have a larger investment 
in chemicals than in abattoirs and 
meat-producing plants.” Sign of the 
*Armour & Co. Traded NYSE. Recent price: 
3215. Price range (1960): high, 42%; low, 29. 
Dividend (fiscal 1960): 90c. Indicated fiscal 


r share (fiscal 
million. Ticker 


1961 payout: $1.20. Earnings 
1960) : $2.73. 
symbol: AM. 


‘otal assets: 


CHEMICAL PLANT IN McCOOK, ILL.: 


times: Prince has shut down 13 
slaughterhouses, including the huge 
Chicago one, Armour’s traditional link 
with the stockyards; he has also ra- 
tionalized sales and distribution by 
lopping off redundant branch houses. 
Eventually these will be reduced to 
around 50 instead of a sprawling 400 
plus. As a result, he has already 
achieved an unusual feat: he has elim- 
inated loss operations in Armour’s 
meat slaughtering and packing, some- 
thing that had plagued Armour ex- 
ecutives for many years past. 

Why the Shift? For years the na- 
tion’s second-biggest meat packer 
(after Swift), Armour has found the 
going increasingly tough. Its business 
moved in unpredictable cycles, de- 
pending on the vagaries of the cattle 
and hog market. When Prince became 
president in 1957, he decided it was 
time for a change. 

Time and time again, Armour’s 
chemical sidelines, such as Dial soap 
(“Don’t you wish everybody used 
Dial?”) and Chiffon detergent, had 
saved the company’s bacon. Leaning 
heavily on chemicals, by 1959 Prince 
had beefed-up profits to $14 million, 
compared with an annual average of 
just under $10 million for the previous 
lean decade. Now he was ready for 
major structural changes. 

Prince’s Progress. “Billy reshaped 
the company into two segments,” ex- 
plained a close aide: “Armour Foods, 
which handles the meat and dairy 
operations through which the com- 
pany name became a household word, 
and Armour Chemical Industries.” 
Armour’s chemical operation has six 
divisions: grocery products, including 
soaps, detergents and canned meats; 
pharmaceuticals, largely derived from 
animal glands; agricultural chemicals, 
like Big Crop, Pebble and Vertagreen 


from a chemical reaction, hope for fertile earnings 
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ARMOUR’S PRINCE: 
putting protein into profits 


fertilizers; industrial chemicals such as 
fatty acids, nitrogen derivatives and 
ammonia; leather; and the Alliance 
division which makes abrasives, ad- 
hesives and cushionings. 

Chemical Reaction. When Prince 
took over, only 25% of Armour’s as- 
sets were in chemicals; last year the 
proportion was 40%, and he expects it 
to pass the halfway mark by the end 
of 1962 when $60 million will have 
been pumped into the agricultural 
chemical division largely for con- 
struction of new phosphate and 
nitrogen plants for fertilizers. 

“These new facilities,” claims Prince, 
“will triple our present production 
of these chemicals. It’s a good move, 
for use of chemical fertilizers in our 
service area should grow three or four 
times faster than population in the 
next five years. It’s a natural field 
for expansion.” 

Profits to Rise? “Our goal,” Prince 
avers, “is an earnings base of $30 
million. It may be in sight when the 
new plants are operating.” 

Prince’s passion for profits, how- 
ever, is not confined to the chemical 
sector. Besides streamlining Armour 
Foods, he has shifted it away from the 
gamblers’ market of the fresh meat 
business towards high-profit specialty 
processed foods, such as pre-cooked 
“Ham What Am” and a line of comes- 
tibles that sounds slightly forbidding, 
called “lyopholized” foods. 

“These are frozen,” explained an 
Armour man, “and then dehydrated. 
They’re very light, occupy less space, 
and can be stored without using a 
freezer.” He also claimed they tasted 
better than canned foods. The Ameri- 
can homemaker will doubtless be the 
best judge of that—and of whether 
Armour’s Prince can shape the na- 
tion’s taste to his company’s profit. 
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CAPITAL GOODS 


THE RIGHT KEY? 


Yale & Towne seemingly 

had the key to prosperity in 

1960—but the lock turns 
hard. 


Nor stnce Linus Yale Jr. invented his 
famous flat-key lock a century ago 
had the locks and keys tumbled so 
efficiently from Yale & Towne Manu- 
facturing Co.* assembly lines. With 
four new hardware plants in the 
South finally in full operation, Gor- 
don Patterson, Yale & Towne’s new 
president, had reason enough last 
month to be cheerful. 

The 30% of his business represented 
by hardware had finally become as 
efficient as his other big line—the fork 
lift trucks and other materials hand- 
ling equipment that bring in 70% of 
Yale & Towne’s sales. What had 
turned the trick was the consolidation 
of hardware production in the new 
plants, when formerly it had been 
scattered over 35 ancient buildings in 
Stamford, Conn. 

Aided by this step-up in efficiency, 
for the first nine months of 1960 Yale 
& Towne increased sales 11%, (to $113 
million) and boosted earnings 25% 
(to $1.79 a share). All in all, Patter- 
son, in his first year on the job, could 
look forward confidently to Yale & 
Towne’s best year since 1956. 

Yet pleased as he was last month, 
President Patterson well knew that 
Yale & Towne was not out of the 


*Yale & Towne Manufacturing Co. Traded 
NYSE. Recent price: 275. Price range (1960) : 
high, 38; low, 2614. Dividend (1 ): om 


= icated 1966 $1.50. Earnings 
lion, Ticker symbol: 


his year be 
: 


woods. To be sure, Yale & Towne’s 
nine-month results were good, but 
the company had slipped badly again 
in the third quarter. Earnings were 
off 18% to 54 cents a share and, worse 
yet, 1960 orders were 6% behind 
1959. “If business does not pick up in 
a couple of months,” confessed a Pat- 
terson aide, “we will be in trouble 
again.” 


OFFICE EQUIPMENT 


STILL GROWING 
STRONG 


Neither the business slump 

nor the company’s $1-billion 

size seems to have seriously 

slowed IBM’s legendary 
growth pace. 


THE MANY admirers of International 
Business Machines* have long been 
proud of the fact that the big office 
machine manufacturer has been able 
to double its sales and earnings every 
four years, thus making it the very 
paragon of a growth company. 

Question: Could IBM keep up its 
growth pace now that it was a $1.3- 
billion (sales) company-—and in the 
midst of a fairly severe business 
slump? The answer last month seemed 
to be: “Yes.” When President Thomas 
J. Watson Jr. released his nine-month 
statement it showed a year-to-year 
sales increase of nearly 11% (to $1 
billion) and a boost in earnings of 
17% (to $6.51 a share). 

That meant that if IBM’s sales were 
no longer compounding at quite the 
old 23% rate, its earnings still were 
for all practical purposes. It also 
meant that IBM’s already remarkable 
net profit margin had lengthened yet 
a bit farther, from 10.8% to 11.4%. 

Helping considerably in this show- 
ing was a sharp rise in “other in- 
come,” which has almost trebled since 
1958 to $15 million. A few examples 
of IBM’s “other” activities: royalties, 
licensing fees, interest on its cash 
investments. Dividends from IBM’s 
burgeoning overseas operations ($10.4 
million at the nine-month mark) 
also continued to rise, were still grow- 
ing at a 25% annual rate. 

All of which made it easy for Tom 
Watson to predict that “this should be 
a very good year for IBM.” Added 
Watson, in an understandably assured 
tone: “We have the highest hopes 
we'll grow next year, too.” 


*International Machines. Traded 


NYSE. Recent price ‘ice 4 
550; low, 40744. Dividend a } 
icated Total assets are 
billion. Ticker 


IBM’S WATSON: 
no slowdown in sight 


CAPITAL GOODS 


ROUGH TERRAIN 


This year’s rough economic 

terrain has been too much 

for Clark Equipment’s cor- 
porate bulldozer. 


TouGH-MINDED President George 
Spatta’s bulldozing methods (Fores, 
Oct. 15, 1959) had often in the past 
broken new ground for Clark Equip- 
ment Co.’s* push ahead. But Spatta’s 
progress ground to a near halt last 
month when his third-quarter report 
told a slowdown story. While sales 
were down less than 4% from 1959 
($155 million from $159.5 million), 
earnings had slumped by almost half 
($5.5 million against $10.4 million), 
and prospects for the final quarter 
were far from bright. 

Spatta’s alibi: “We're up against 
severe comvetition and prices have 
softened. We had a nine-week strike 
at one of our plants. Our trailer prof- 
its aren’t good yet; we’ve opened up a 
new factory and have to train several 
hundred new workers.” 

Then with a characteristic note of 
persuasive cheer, he added: “As soon 
as we learn the trick, we'll be on the 
plus side again.” That remained to be 
seen. But Clark’s cloudy prospects 
did have a silver lining. This year’s 
earnings from overseas operations 
would nearly double, from $1.1 to $2 
million. Once Spatta had ironed out 
his production kinks, Clark might get 


going again. 

ment Co. Traded Re- 
( 

Dividend (1 ): $1.125. 

1960 Ls. yout : $1.20. Earnings  — share (1959) : 

. Total assets: $141.4 million. Ticker 
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NO PIPE DREAM 


Richfield’s Alaskan oil won't 
cure the company’s crude 
deficit but promises a nice 
balm for profits all the same. 


THE TRUMPETER swans sounded a rau- 
cous clarion across the bleak Swanson 
river. Almost the last of their breed, 
they had been one of the minor haz- 
ards faced by Richfield Oil Corp.’s* 
drillers in their search for oil in 
Alaska. The U.S. Fish & Wildlife 
Service had insisted that their nesting 
places be spared. But the drillers 
found the oil without disturbing the 
birds. Twenty-two miles away at the 
Nikiski terminal of the pipeline on the 
shores of the Kenai peninsula, 11- 
year-old Dennis Egan, son of the gov- 
ernor of the 49th state, watched the 
rich, black crude ooze out one day last 
month. With its first drops emerged a 
message in a plastic container from 
Senator Ernest Gruening that read: 
“T commit into the hands of your gen- 
eration this the newest of Alaska’s 
underground treasures.” 

Lucky Strike. Richfield would richly 
benefit from the tapping of this fresh 
oil source. Though the initial flow 
was a modest 5,500 barrels daily, the 
company plans eventually to boost it 
to a maximum of 35,000. Richfield’s 
share: 44.75%; equal beneficiary was 
co-venturer Standard Oil of Califor- 
nia, while Sinclair and Cities Service, 
which between them own three fifths 


*Richfield Oil Corp. Traded NYSE. Recent 
ice: 8334. Price range (1960): high, 874%: 
ow, 6834. Dividend (1959): $3.50. Indicated 
1960 payout: $3.50. Earnings per share (1959) : 
assets: $422.3 million. Ticker sym- 
ol: 


FORBES, NOVEMBER 15, 196( 


RICHFIELD’S KENAI PENINSULA DRILL SITE: 


of Richfield, would indirectly profit, 
too. Early this month the first tanker- 
load of Alaskan oil was to reach Rich- 
field’s mammoth refinery near Los 
Angeles, while Richfield’s President 
Charles S. Jones pondered how best 
to use succeeding shipments. 

Market in Japan? “It’s a very high- 
grade oil, and its sulfur content is 
practically zero,” Jones points out with 
some pride. “That makes it highly 
desirable for steel production. If we 
had it in Chicago, we could send it 
over the fence to Gary. As it is, the 
Japanese steel industry is a logical 
market, and we’re exploring it.” 

Why doesn’t Richfield plan to use 
the Alaskan oil in its own refineries? 
Last year Richfield refined 50.3 mil- 
lion barrels but produced only 26.3 
million barrels of crude, mostly from 
Western Hemisphere sources. Obvi- 
ously the crude gap is substantial, and 
it is to Richfield’s advantage to fill it. 
But the low-sulfur Alaskan oil is 
more valuable as a steel mill fuel than 
as ordinary gasoline or fuel oil. 

So the company must look to other 
sources to fill its crude deficit. New 
California discoveries on the com- 
pany’s doorstep have helped consid- 
erably, and Richfield technicians have 
great expectations for further finds 
in California itself. 

Privileged Sanctuary. All in all, Rich- 
field is in a strong position in spite of 
its chronic crude deficit. It operates 
in its privileged sanctuary behind the 
shelter of the Rockies. It is largely 
immune from any adverse develop- 
ments in Middle Eastern oil—because 
it owns little of it. As most of its 
production is on the West Coast and 
in Alaska, further limitation of foreign 
crude to the eastern U.S. would not 
hurt Richfield badly. Neither would 


oil for the steel mills of Japan? 


RICHFIELD’S JONES: 
“things look good” 


additional cutbacks in allowable pro- 
duction at the Texas fields. 

The population explosion in the 
West, plus the automobile explosion 
in a region that is largely dependent 
on motor transportation, provide a 
heartening background for Richfield’s 
future. Thus, promising as it is, the 
Alaskan discovery is only part of 
Richfield’s current good fortune. “I 
don’t want to appear overbullish,” 
says Jones, “but things look good.” 
Earnings, in fact, at $5.14 a share for 
the first nine months this year, were 
63 cents above the comparable 1959 
figure. 


STEEL 


BREAKING POINT? 


Most steel companies set their 
current dividend rates when 
they were running at 85% 
of capacity. Can they keep 
paying them at 52%? 


IN ALL the gloom that was spread over 
steel recently, there has been one 
bright spot: no major company even 
talked of cutting its dividend. As one 
financial officer put it: “Steel com- 
panies don’t set dividend policy on 
the results of a few quarters. We try 
to be conservative enough in good 
times to give us leeway in bad times.” 

But last month some Wall Streeters 
were wondering whether the industry 
had provided for times as bad for 
steel as these. Most of the major com- 
panies had set their current rates 
back in 1957 when they wefe operat- 
ing around 85° of capacity and mak- 
ing all-time -record profits. Now the 
industry as a whole was limping along 
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THIN COVER 


As third-quarter earnings began to come out late last 
month, it was apparent that there might be some divi- 
dend cuts in the steel industry unless earnings picked up. 
Earnings per 
These are still safely 
covering dividends: 
U.S. Steel $1.97 $1.38 $0.85 $0.75 
National 2.35 1.27 1.06 0.75 
This one is just covering 
its dividend: 
Armco 1.62 1.20 0.79 0.75 
These are failing to 
earn their dividends: 
Bethlehem 1.10 0.62 0.24 0.60 
inland 1.07 0.82 0.28 0.40 
Jones & Laughlin 2.22 1,02 0.40 0.625 
Republic 1.80 0.84 0.47 0.75 
Youngstown 3.70 1.72 0.77 1.25 
at just 52% of capacity and was Looking better, at least by com- 


showing no signs of a real pickup. 

Third-quarter earnings statements 
reflected the slump. Five of the na- 
tion’s biggest steelmakers failed to 
earn enough to cover their usual 
quarterly dividends. Only two big 
producers, U.S. Steel and National, 
provided comfortable cushions—in- 
deed any cushion at all—for their 
current payout rates (see table). 

Widening Gaps. Among those run- 
ning well below the mark was 
Youngstown Sheet & Tube, seventh- 
biggest in the industry. Hard hit by 
slow business in oil country pipe. 
among other things, Chairman James 
L. Mauthe produced a third-quarter 
net of just 77 cents per share. This 
fell short by 48c of covering Youngs- 
town’s customary quarterly payout of 
$1.25. 

But hardest hit of all in terms of 
dividend coverage was second-rank- 
ing Bethlehem Steel. Among the most 
volatile of the major companies be- 
cause of its dependence upon capital 
goods steel users (including its own 
shipyards and construction divisions), 
Bessie operated at 55% of capacity 
and netted just 2.5c per dollar on sales 
of $503 million in the third quarter. 
Equivalent to 24c a share, this was 
less than half its regular 60c dividend. 

Big Steel's Bookkeeping. Even giant 
USS. Steel seemed to be having trouble 
covering its 75c dividend. Although 
it did so with 10c to spare, Big Steel 
ran its steelmaking furnaces at only 
49% of capacity in the third quarter. 
Its gleaming reputation for efficiency 
notwithstanding, Big Steel reported 
earnings of 85c per share only by 
virtue of a bookkeeping device. Chair- 
man Roger Blough put back into 
earnings about 25c per share he had 
deducted in extra-heavy depreciation 
write-offs earlier this year. 


tal 


parison, was National Steel. Its $1.06 
per share net in the third quarter 
may have looked weak against the 
$2.35 Chairman George M. Humphrey 
earned in the booming first quarter, 
when auto and container makers were 
clamoring for his flat-rolled steels. 
But it still offered a cushion for his 
regular 75c payout. Not a fat cushion, 
it is true, but the best among the in- 
dustry’s major producers. 

How Long? In the face of these de- 
clining profits and unearned divi- 
dends, could the current payout rate 
hold? “Steel would have to get a hell 
of a lot worse and stay there be- 
fore the big boys would cut their 
dividends,” opines one banker who is 
close to the industry. He points out 
that for the nine months of 1960 as a 
whole, every maior producer has 
covered its dividend by at least a nar- 
row margin. 

Most followers of the steel industry 
still held this relatively optimistic 
view at month’s end. But as the long- 
hoped-for pickup failed to avpear, a 
note of doubt began to creep in. 


NON-FERROUS METALS 


NEW LUSTER 


All but forgotten in the cur- 

rent scramble for gold, the 

sister metal, silver, seems 

about to regain some of its 
r. 


Wrturam Jennincs Bryan (“You shall 
not crucify mankind upon a cross of 
gold”) was a crusader for the free 
coinage of silver and made the metal 
a political and emotional issue second 
to none in the 1890s. 


But the increased use of paper 
money and of credit freed the money 
supply from its traditional depend- 
ence on the world’s output of mone- 
tary metals. Silver lost its luster in 
the 20th century. Gold alone remained 
as a monetary metal, with a price ad- 
vantage over silver which grew to 
nearly double the ratio that the “free 
silver” party used to advocate. 

Last month, however, silver seemed 
on its way back. It was still selling 
near the U.S. Government-pegged 
price of 91 cents an ounce. But the way 
things were going, many metal ex- 
perts were betting that a boost could 
not be delayed indefinitely. 

Demand Outruns Production. Since the 
end of World War II, world silver 
consumption has outrun production 
every year. The shortage has been 
made up chiefly from the melting of 
silver coin by various governments 
and U.S. Treasury sales of its free 
silver. Now, however, few silver coins 
are being scrapped. Even more sig- 
nificantly, the 1.3-billion-ounce hoard 
which the Treasury had amassed by 
1942 has dropped to a mere 137 mil- 
lion ounces. 

What brought silver back? Nothing 
as dramatic as Bryan’s free silver.* 
Rather, a combination of things. The 
industrial uses of silver have soared, 
with the metal in rapidly growing de- 
mand in electronics and defense. 
Countries such as France and Italy 
are re-introducing silver coinage. Fin- 
ally, vending machines in the U.S. 
alone swallowed $2.2 billion in silver 
coin in 1959, twice the 1952 total. 

Production, on the other hand, has 


*Bryan wanted the Government to coin 
into money at a price one sixteenth that of 
gold all the silver | Hy 4 - to it. He and his 
supporters hoped thus to increase the quan- 
tity of money in circulation in order to bene- 
fit farmers and miners with higher prices. 


FREE SILVER CARTOON (1898): 
will silver catch up again? 
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actually fallen off since the Thirties. 
In 1937 the West’s production was 270 
million ounces. In 1959 it had dropped 
to 195.6 million ounces. Had silver 
prices risen to reflect the increased 
demand, the world’s silver mines 
would probably have stepped up pro- 
duction. But the U.S. Treasury has 
continued to sell silver at 91c an 
ounce, thus keeping prices—and hence 
production—down. 

Will the Lid Blow Off? Can the Treas- 
sury continue to hold the lid on world 
silver prices? Its power to do so is 
fast disappearing. Not only are silver 
stocks low, they are still dropping. 
During fiscal 1960, Treasury free sil- 
ver supplies shrank by 55 million 
ounces or over 25% of total reserves. 

“The really significant development 
in silver right now,” says Vice Presi- 
dent Simon D. Strauss of American 
Smelting & Refining, “is the rapidly 
accelerating rate at which the Treas- 
ury is selling. In the six weeks from 
Aug. 31, stocks fell by as much as 
11 million ounces.” 

Strauss is naturally pleased: Asarco 
is the Western world’s largest miner 
and refiner of silver. Silver producers 
such as Asarco, American Metal 
Climax and Consolidated Mining & 
Smelting are convinced the shrinking 
stockpile means that one of two things 
will probably happen: either the U.S. 
Government will raise the price at 
which it sells silver, or it will have 
to end its sales altogether. Either 
way, they think, the market price of 
silver is going higher. 

A Tied Metal. Ironically, though, 
even if the silver price is boosted, 
there will be no overnight increase in 


SCRAPING 
THE BARREL 


For many years now, world consump- 
tion of silver has consistently outrun 
production. U. S. Treasury “free” sil- 
ver stocks, which have helped fill the 
gap in the past, are nearly exhausted. 
Where will that extra silver come 
from now? 


Total Consumption® 


PRODUCTION* 


TRUAX-TRAER EXCAVATOR AT WORK: 


it found a place to dredge up firmer profits 


production. Silver is mined chiefly 
as a by-product of copper, lead and 
zine. So the world’s silver production, 
in the short term, is tied more closely 
to the demand for these other metals 
than with the need for silver itself. 
Because of widespread copper strikes 
in 1959, for instance, U. S. silver pro- 
duction fell to 23 million ounces from 
36 million ounces in 1958. This in 
spite of an 18% rise in world con- 
sumption of silver. 

In the longer term, however, there 
are large silver producing areas that 
could fill that silver gap if the price 
were right. “There are large amounts 
of undeveloped silver in Idaho, for 
instance,” says Asarco’s Strauss. “New 
mines could spring up in Peru and 
Bolivia. Large Mexican accumula- 
tions of tailings, residues from earlier 
operations, could also be profitably 
worked.” 

Who would benefit most? Besides 
Asarco, Canada’s Consolidated Min- 
ing & Smelting, Cerro Corp. and Ana- 
conda are among the world’s leading 
silver miners. Idaho’s Sunshine Min- 
ing, with 1959 output of 3.7 million 
ounces, is the U.S.’ only large mine, 
however, which depends largely on 
silver. 

Plenty Under the Ground. Most ex- 
perts agree, however, that it would 
take a very big price boost to make 
silver production entirely independent 
of copper, lead and zinc. “There’s a 
great deal of silver,” says Strauss, 
“but it needs a much better price to 
bring it out of the ground.” 

How substantial a price increase 
will be forthcoming remains to be 
seen. So does the timing. One thing, 
however, is certain: by one means or 
another, world silver prices will have 
to be increased in the next few years. 


COAL 


STRIPPING DOWN 


Having cleared off some of 

its own corporate overbur- 

den, Truax-Traer Coal is 

mining a richer vein of 
profit. 


Tue test of an executive is his ability 
to thrive on a steady diet of difficult 
choices. Last year Harry C. Living- 
ston, 60, faced a particularly difficult 
one. The company he heads, Chi- 
cago-based Truax-Traer Coal Co.,* 
had two quite different businesses. 
From deep underground mines, main- 
ly in West Virginia, it supplied metal- 
lurgical coal to steelmaking customers 
—normally a relatively profitable 
trade. Less profitable but cheaper to 
produce was the utility coals it mined 
in open pits in Illinois and North Da- 
kota, and they have a steadier market. 
The Choice. As Livingston saw it, he 
had to choose between them. It was a 
particularly hard choice to make be- 
cause metallurgical coals were then in 
lively demand. But he reasoned that 
his capjtal would go further, and his 
earnings would be more certain, in 
developing Truax-Traer’s vast re- 
serves of utility coals. So last Octo- 
ber he sold off his West Virginia 
properties for $5.6 million in cash. 
Since these mines were carried on 
Truax-Traer’s books at roughly $11 
million, the deal involved a paper loss 
of some $5.6 million. But it also al- 
lowed him to make a tax recovery of 
*Truax-Traer Coal Co. Traded NYSE. Re- 
cent price: 273%. Price vanes (1960): high, 
28%; low, 251%. Dividend (1959): $1.60. Indi- 
bt 1960 payout: $1.60. Earnings per share 


1959) : $2.24. Total assets: $42.9 million. Tick- 
er symbol: TRC. 


r 
\ 
2% 
oF) 54 
| 
y 
. 
1 
f 
S 
300 
| ron 
"1955 | 1956 | 1957 | 1958 | 1959 
| “Excluding Russia 
FORBES, NOVEMBER 15, 1960 


TRUAX-TRAER’S LIVINGSTON: 
he picked a winner 


$3.1 million for a net loss of $2.6 mil- 
lion. This he charged directly to 
earned surplus so as not to distort 
earnings. 

By last month it was crystal clear 
that Harry Livingston had picked 
himself a winner. With half the na- 
tion’s steel capacity idle, metallurgi- 
cal coal was no longer the profitable 
commodity it once was. Yet the util- 
ity industry’s boilers were hotter than 
ever. As a result, in the first four 
months of its current fiscal year (end- 
ing next April), Truax-Traer’s net 
rose by 8% to $834,000 (or 55 cents a 
share vs. 5lc in the same period a 
year earlier). What's more, last year’s 
figures had included 7c per share 
profit from the Eastern mines. 

The Big Dipper. Better than 80% of 
Truax-Traer’s production (which to- 
taled a little over 6 million tons last 
year) now comes from its Illinois 
strip mines, the rest from lignite mines 
in North Dakota. Some 5.3 million 
tons of that output is now tied up in 
firm contracts with utilities in eight 
states. 

There is plenty more where that 
comes from. Including leased prop- 
erties, Truax-Traer’s coal reserves 
total 337 million tons, better than two 
thirds of it Illinois steam coal. To get 
at more of it more cheaply, some time 
next year Livingston will put in oper- 
ation a giant 12-story-high shovel 
nicknamed “The Big Dipper,” which 
can move huge bites of earth like so 
many pebbles. With it, Truax-Traer 
will be able to lay bare coal which now 
lies under too deep an overburden to 
be mined economically. Claim com- 
pany experts: “It alone will make our 
reserves good for 35 to 40 years of op- 
eration, instead of the present 15 to 
17 years.” 


OFFICE MACHINERY 


WRONG KEYS 


Royal McBee, the U.S.’ No. 
One typewriter maker, has 
been hitti some wrong 


Looxinc at the sales figures alone, 
Port Chester, N.Y.’s Royal McBee 
Corp.* would certainly qualify as a 
growth company. Its volume was $46 
million in 1950, $85 million in 1955 
and $111 million in fiscel 1969. But 
profits were another matter for the 
US.’ biggest maker of typewriters. 
Earnings dropped from $3.39 a share 
in 1950 to $2.45 in 1955 and a slender 
28 cents in 1960. 

What caused RMB to miss the keys 
when it came to tapping out profits? 
Like many another corporate execu- 
tive these days, RMB’s Chairman 
Allan A. Ryan sums up the trouble in 
a short phrase: “Foreign competi- 
tion.” Unlike some others, however, 
Ryan can make a convincing case. 
From almost nothing a decade ago, 
European typewriters have grown to 
40% of the once-profitable market for 
portable machines and a good chunk 
of the manual market. Through June 
1960 imports were up another 25%. 

“In 1950,” Ryan points out, “this 
country imported hardly a single for- 
eign typewriter. We exported almost 
200,000. Now the situation has com- 
pletely reversed. Last year foreign 
companies shipped here 400,000 porta- 
bles and 70,000 manual typewriters. 


*Royal McBee Corp. Traded NYSE. Recent 
rice: 124%. Price range (1960): high, 213; 
w, 11%. Dividend (fiscal 1960): none. indi- 
cated fiscal 1961 yout: none. 
assets: 7 


share (fiscal 1960): 28c. Tota 
million. Ticker symbol: RMB. 


RMB’S NEW SOL 


ID-STATE COMPUTER: 


And U.S. exports faded away to just 
36,000 machines.” 

The Big Squeeze. Forced to price his 
machines to compete with low-cost 
foreign models, Ryan was unable to 
pass on steadily rising costs. Result: 
RMB’s_ operating profit margins 
dropped to 6c on the sales dollar in 
fiscal 1960 from 15.6c in 1950. 

Royal was not the only victim. 
Arch rival Smith-Corona saw its own 
earnings fall into the red, and third- 
ranking Underwood Corp. was driven 
to sell control to a foreign competitor, 
Italy’s Olivetti Corp. Only IBM, which 
beat the oldline typewriter companies 
and foreigners alike to the electric 
market, was making worthwhile prof- 
its out of typewriters. 

Fighting Back. Royal fought back as 
best it could against the imports. In 
1954 it bought out a Dutch typewriter 
company, now imports “a substantial 
number” of its own portables. It has 
just moved the rest of its portable 
production to a new, semi-automated 
plant in Springfield (Mo.) and is com- 
pleting the modernization of its old 
Hartford (Conn.) plant where it 
makes manual models. 

Somewhat belatedly perhaps, Ryan 
has also launched a reorganization of 
RMB’s marketing setup, which now 
divides the U.S. into four regions, 
gives each regional manager his own 
sales and profit objectives. 

Computers, Too. Ryan and _ his 
brother Fortune Peter Ryan, who is 
RMB’s president, also pressed diversi- 
fication. They chose to enter the com- 
puter field. This Royal invaded by 
pooling its sales talents with General 
Precision Equipment’s manufacturing 
skills and investing (to date) $6 mil- 
lion in jointly owned Royal Precision 
Corp. 


successful against heavy-gauge competition 
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PROFITLESS GROWTH 


| McBee has been able to keep 
sales moving upward at a steady 
poce during the last decode. But 
share earnings have all but disap- 
peared. 


$1 


Sales (Millions), 1950-59 


Per Share Earnings 
| 43 
4 


0 


012345 678 9 


In spite of the heavy-gauge com- 
petition, this venture has done quite 
well. The first company to develop a 
good small-scale, general-purpose 
computer (basic price: $49,500), Royal 
Precision cracked the big market for 
these machines ahead of such giant 
rivals as IBM and Sperry Rand. It 
has installed more than 400 of its 
original LGP-30 computers, has a 
backlog of 57 orders for its two new 
solid-state machines. 

Delighted with these results, Ryan 
says McBee will stick strictly to the 
small computer market. Adds he: “I 
hope to see Royal Precision in the 
black in calendar 1961.” As things 
now stand, General Precision is 
allowed a small income on the manu- 
facture of each machine, Royal a simi- 
lar income on its marketing activities. 
“But the real profit,” says Ryan, “will 
come when Royal Precision turns the 
corner and starts paying dividends.” 

Optimistic—But. When can Royal 
McBee’s 8,000 stockholders expect 
some concrete results from all these 
moves? Ryan thinks that fiscal 1961 
should be the year. He has already 
set the stage for a comeback by taking 
big writeoffs in fiscal 1960 on obsolete 
tools and inventory and on an ill- 
fated electronic venture. “The write- 
offs and special charges are behind 
us,” says Ryan. “We've taken our 
medicine. This year we should start 
showing a decent profit again.” 

But, having had more than his share 
of disappointments in recent years, 
Ryan is careful to hedge his optimism. 
He warns stockholders not to expect 
an early resumption of common divi- 
dends, which were suspended early 
in 1959. 


“In the old days,” says he, “the 
board paid it out when we made it.” 
But in the past few years, formerly 
debt-free RMB has piled up $16.5 
million in funded debt, and its work- 
ing capital has failed to grow as fast 
as the sales volume it must finance. 
“T think,” says he, “that we will want 
to reinvest our profits for awhile. 
We'd like to be a grewth company for 
a change.” 


CHEMICALS 


DOLLARS & 
DYNAMITE 


Shareholders in Hercules 
Powder, along with its custo- 
mers, are getting more bang 


for their bucks this year. 


As THE US.’ second-biggest maker of 
explosives,* Hercules Powder Co.} is 
mightily concerned with giving all its 
customers a bigger bang for their 
bucks. But when President Albert E. 
Forster fired off Hercules’ nine- 
month earnings last month, pleased 
stockholders found that the big powder 
maker was also getting plenty of fiscal 
dynamite from its own dollars. 
Explosive Earnings. There was, first 
off, plenty of explosive charge in the 
figures themselves. They showed 
well-diversified Hercules’ per share 
earnings up 14% (to $2.36) on a sales 


*After duPont, from which Hercules was 
broken off in 1912. 


tHercules Powder Company. Traded NYSE. 
Recent price: 704%. Price range (1960): high, 


8144; low, 613%. Dividend (1960): 50c. Indi- 

cated 1960 we * $1.30. Earnings per share 
1959): $2.72. Total assets: million. 
icker symbol: HPC. 


SHREDDING CHEMICAL COTTON 


gain of 18.6%. It was the kind of 
year-to-year pickup seldom reported 
in the chemical industry these days. 

At first crack, Wall Street was in- 
clined to ascribe most of the gain to 
Hercules’ acquisition of smallish (1959 
sales: $27.1 million) Imperial Color 
Chemical & Paper Corp. earlier this 
year. Not so, fired back Hercules’ 
brass. To be sure, Imperial’s last two 
quarters’ sales were included in Her- 
cules’ figures. But little of its earn- 
ings were. Explained Hercules Finan- 
cial VP Edward Morrow: “We've 
been using Imperial’s current earnings 
to cover our acquisition costs—legal 
fees and so forth. Its earnings, which 
were $1.9 million in 1959, really won't 
show up until next year.” 

What's more, there has been no di- 
lution of existing Hercules stock- 
holders’ equity. Claimed Morrow: 
“We bought higher earnings in ex- 
change for a greater market value and 
a higher dividend, if desired.” 

Surprise Shots. Here is how Her- 
cules did it. To acquire Imperial, it 
swapped one share of new Class A 
stock, with a $2 dividend, for each 
two Imperial shares. Imperial share- 
holders then had the choice be- 
tween immediate conversion of their 
Class A into nine tenths of a regular 
common share or later conversion 
into eight tenths (meanwhile receiving 
their $2 dividend). Much to Hercules’ 
surprise, some 70% converted im- 
mediately. Says Morrow: “We were 
amazed. We thought only about 10% 
would convert. Apparently people are 
still more interested in capital gains 
than dividends.” 

Thus there is still fresh powder in 
Hercules’ fiscal keg. Imperial’s pro- 
spective contribution to Hercules’ 
earnings when consolidated: upwards 
of 20 cents per share. 
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AIRLINES 


FOR MORTAL 
STAKES 


If it can’t get new routes, 
estern Air Lines faces a 
rim future. For it must fly 

» t it can’t now make 


them pay. 


Terre. C. Drinkwater’s flying trips 
to Washington these days leave little 
time for golf at the Burning Tree 
Club. He is more likely to be found at 
the CAB, pleading for new routes that 
would allow his Western Air Lines* 
to fly from the West Coast to Hawaii 
and Texas. His is a life-or-death ob- 
session. For without such routes, 
Western has not a prayer of a chance 
to keep its place as the most profit- 
able, if the smallest, of the nation’s 12 
domestic trunk carriers. 

In fact, it could possibly go broke. 
Of this sad fate, a product of the jet 
revolution, Western’s 52-year-old 
pilot is an undeserving victim. A deft 
hand at the corporate controls, Drink- 
water took over as Western’s boss in 
1947 when it was on the brink of 
bankruptcy. Since then the airline’s 
revenues have grown fivefold. He also 
engineered a reversal in earnings, to a 
record-breaking $5 million last year, 
which has been something of a miracle 
in an industry where small operators 
rarely do well. Measure of his suc- 
cess: among the trunk airlines, West- 
ern took the lead in profitability, 
earning an average 14.4% on its in- 
vestment over the past five years, vs. 
next-best American’s 13.1% 

Western's downfal/ grew out of too 
much success. Its profits attracted the 
kind of rivals to its routes it could not 
hope to cope with. 

“The key,” Drinkwater says, ex- 
plaining the old order of things, “w 
in keeping Western a compact region- 
al airline and in avoiding unhealthy 
competitive situations. Only once did 
we apply for routes served by more 
than one carrier, and we never put 
more flights on any route than the 
traffic would bear.” 

Then came the jets, and Western's 
skies darkened. “The public wants jet 
service,” says Drinkwater. “We have 
to offer it to compete with the big 
airlines, who can comfortably afford 
to use jet equipment on routes like 
ours, either as continuations of long 
transcontinental flights or as stub-end 
operations.” 


Indicated 1960 payout: 

Earnings share (1959) : 

assets: $64.7 mill Ticker sym woe. 


FLYING LOW 


Western Airlines, hitherto the U.S.’s 
most profitable trunk carrier, has been 
flying low this year mainly because its 
hops are too short for economical jet 


This leaves Drinkwater in a serious 
pickle. “If Western doesn’t go whole 
hog into jets,” says one rival, “the big 
boys—United, TWA and American— 
will clobber them. But if they do, they 
could dip deep in the red. Their 
flights just are not long enough for 
economical jet operation.” 

December Decision. That is why 
Drinkwater is spending so much time 
around the CAB these days, where 
he keeps hammering home the point 
that he needs average flight stages of 
at least 1,000 miles, instead of his 
present 589 miles. “Western's future 
profitability,” he warns, “may well 
depend on whether the CAB will allow 
us to fly between Hawaii and the 
West Coast, and between Texas and 
the Coast.” 

The CAB will make up its mind 
in December. Meanwhile, Western’s 
earnings are dribbling away. Through 
August the airline earned only $1.9 
million, compared with $3.2 million in 
the same eight months of 1959. 

The worst may be still to come. At 
the moment, the only jets Western has 
are two leased Boeing 707s, which ply 
its longest route between Los An- 
geles and Seattle. By next summer, 
if Western is to operate competitively, 
it will have to have four medium- 
range 720Bs. Their cost: some $20 
million, much of it borrowed money, 
the debt service on which could well 
wipe out much of Western’s slender 
remaining profits. Says he: “If we get 
no new routes, we will have to do 
some analytic soul-searching.” 

Western Omelet? It would also pro- 
duce a crisis, which might force this 
dire choice: going out of business, re- 
turning to subsidized operation or 
merging into an omelet with some 
more powerful airline. 


ALUMINUM 


TOUCHDOWN 


Blocked in the line by the 

Justice Department, Alumin- 

ium Ltd. made an end run 

for what looks like a market- 
ing touchdown. 


WHEN HE tried early this year to crash 
into the U.S. smelting business, Alu- 
minium Ltd.’s* President Nathanael 
Vining Davis was stopped cold by the 
Justice Department. The Canadian 
company’s proposed acquisition of 
Chicago’s Apex Smelting Co., the 
trustbusters ruled. might decrease 
competition. 

Last month, however, Davis made 
an end run that finally carried him 
across the border. In partnership with 
Bridgeport Brass, Cerro Corp. and 
Scovill Manufacturing, Aluminium 
proposed building its first U.S. fabri- 
cating plant, a $30-million, 100.090- 
ton hot rolling mill. The location: 
somewhere in the Northeast. 

“The unique thing about this mill,” 
boasts a Davis aide, “is that it will 
serve the needs of all four companies. 
Each has facilities which are not go- 
ing to meet foreseeable demand for 
aluminum sheet products without 
added hot mill capacity.” Alumin- 
ium’s share of the new mill’s output 
will supply its fabricating plant at 
Kingston, Ontario. 

But Aluminium would be getting 
more from the deal than a new 
source of re-roll stock. It would 
go a long way toward solving Alu- 
minium’s biggest problem. The world’s 
largest producer of aluminum ingot, 
Aluminium has hitherto lacked the 
facilities to fabricate all the raw alu- 
minum it can smelt. Yet fabrication 
rather than smelting has been the 
most profitable part of the business. 
That was exactly where the new mill 
would help: it would buy its ingots 
from Aluminium and fabricate them 
into semi-finished form. 

Then, too, the new mill would help 
Aluminium out of one of its toughest 
U.S. marketing difficulties. Rival ingot 
suppliers, owning secondary smelting 
facilities, have been able to take cus- 
tomers’ scrap in part payment for 
their products and remelt it. Alumin- 
ium, without a U.S. plant, had to re- 
sell the traded-in scrap or ship it to 
Canada. Because the new plant will 
have remelt facilities, Aluminium will 
no longer labor under this particular 
cost disadvantage. 


Traded NYSE. Recent 
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there's more to Cities Service 
than meets the eye! 


It takes 523,451 men and women... far- 
reaching exploration teams, transportation 
systems, testing and research labs to produce 
the steel we use. America produces more than 
85 million net tons of steel each year to meet 
the demands of consumer and industry. Yet 
few of us ever think of all that goes into manu- 
facturing this “everyday” metal. 

And few of us pulling into the green-and- 
white Cities Service station to “fill her up” 
realize all that lies behind today’s quality gras- 
olenes. Cities Service uses a pipeline system 


Tons of iron ore turned into that could circle the globe. We search five con- 
molten pig iron and from this tinents for oil and maintain the most modern 
... steel. From research have research laboratories and refineries. 

come steels that can withstand Cities Service has invested over a billion dol- 
the most intense heat and cold lars in product improvement and development. 
... Steels that will help man The challenge of tomorrow re- 


conquer space. quires even greater investment. 
Only in this way can America 
have what it needs for prog- 
ress—more jobs and more and 
better oil products. 


ForBES, NOVEMBER 15, 1960 25 


Like the Big ot Making steel... 
: 
%, 
— 
SSS LAN 
Ao) 
19) 
= 
= 
| 
oe? 
\ 
H 


The virus of poliomyelitis, magnified 65,000 times by an RCA electron microscope. 
Photo by Dr, A. R. Taylor of Parke, Davis & Company. 


: 


This RCA éiectron microscope embodies all the many i born of more 
fecturi 


than twenty years’ research and ing experience. 


THIS IS ONE OF THE MOST IMPORTANT PICTURES 
IN THE HISTORY OF MANKIND 


Reproduced at the left is a photograph of the 
deadly polio virus—made visible for the first 
time with RCA’s powerful electron microscope. 


Viruses, one of man’s deadliest enemies, could 
never be seen through ordinary microscopes. But 
with RCA’s powerful electron microscope, scien- 
tists now can see them, study them, and learn 
how to fight them. 


The electron microscope is a thousand times more 
powerful than ordinary microscopes. It can magnify 
an object 1,000,000 times. A pencil so magnified 
would be 119 miles long and 4 miles thick! 


Today, this history-making “electronic eye” 
has a host of vital uses. In addition to its role in 
medical and scientific research, it has helped to 
make automobile tires wear longer, synthetic 
fabrics more durable and metals stronger. In fact, 
almost every product you buy is better in some 
way because of the RCA-developed electron 
super-microscope. 


And now, so that many more may share its 
benefits, RCA has announced a long-term lease 
pian for its electron microscope. Interested? Write 
RCA, Industrial Electronic Products Division, 
Camden, N. J. 


RCA skills and ingenuity gave man his first 
look into the world of the ultra-small. And these 
same skills assure the dependability of all the 
RCA Victor black-and-white and color television 
sets, radios, records and high-fidelity systems 
that you enjoy in your home. 


The Most Trusted Name 
in Electronics 
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STEEL 


RADICAL SURGERY 


After nine years of makeshift 

first aid, Colorado Fuel & 

Iron finally has amputated an 
ailing arm. 


Like most steel companies, New 
York-based Colorado, Fuel & Iron 
Corp.* seemed healthy enough as 
1960 began. In the first quarter Presi- 
dent Alwyn F. Franz ran his facilities 
at 86% of capacity, rang up a tidy 
profit of $2.8 million on $81.2 million 
in sales. 

But the real test of corporate vigor 
came afterward, as the steel industry’s 
operating rates fell month after 
month. It was one which CF&I failed 
badly. Operating at 57% of capacity, 
CF&I became the only major producer 
to lose money ($432,000) in the second 
quarter (on sales of $64 million). 
Working at 45% of capacity in the 
third quarter, it lost a whopping $2 
million on sales of $57 million. That 
left it all but certain to wind up at 
a loss for the year as a whole. 

Scalpel. With his company already 
oozing red ink like blood from a 
wound, last month Al] Franz reported 
to stockholders on some _ radical 
surgery. In a drastic and costly 
move, he had sold off CF&lI’s most 
seriously ailing arm: its Claymont 
division with 500,000 tons of ingot 
capacity and several rolling mills. 

Claymont was carried on CF&lI’s 
books at $21 million, but Franz was 
able to get only $15 million for it from 

*Colorado Fuel & Iron Corp. Traded NYSE. 
Become price: 154%. Price range (1960): high, 
35%: low, 14%. Dividend (1959) 8% stock’ 


(ndicated stock. Earnings per 


share (1959) 04 assets: $293.3 mil- 


lion. Ticker symbol: 


“BINMAN” SAMPLING MOLTEN IRON: 


wind up the first nine months of 1960 
with a loss of $3.2 million (or 91 
cents per share). Further operating 
losses are expected in the final 
quarter. 

This sale did more than just drop 
CF&I from tenth to eleventh biggest 
steelmaker in the nation (total ingot 
capacity: 2.3 million tons). It also 
wrote a decisive, if long overdue, end 
to a frustrating and money-losing 
nine-year experiment. It had been 
Franz’s dream to rehabilitate Clay- 
mont—a collection of aging open- 
hearth furnaces and creaking plate 
mills 20 miles south of Philadelphia— 
into an efficient, profitable steel plant 
through heavy and repeated injections 
of capital. 

CF&I’s Chairman (and controlling 
moneyman) Charles Allen picked up 
the Claymont division in 1951 for a 
mere $9-million cash. At the time 
plant costs were soaring, and the deal 
struck Allen as offering an oppor- 
tunity to get more capacity cheap. It 
gave CF&I 500,000 tons of added ca- 
pacity at the almost unbelievable 
bargain price of $18 per ton—perhaps 
one tenth of what a completely new 
plant would have then cost. 

Diagnosis. But Al Franz, who was 
just then taking over CF&l’s presi- 
dency after a three-year stretch as 
executive vice president, had no illu- 
sions about what it would take to 
modernize Claymont’s inefficient plant. 
A typical, ramrod-straight steelman, 
who even employs a male secretary 
(an old steel tradition), Franz had 
diagnostic engineering studies made, 
calculated that it might take as much 
as $70 million more to bring Claymont 
up to snuff. 


in a test of corporate vigor, failing grades 
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PENNYWISE, 
POUND FOOLISH? 


Among leading steelmakers, Colo- 
rado Fuel & Iron has relatively low 
Som. investment in relation to its 


oer Gross Plant per Ton of Capacity 


110+ 10 Integrated Steels 


Colgrado Fuel & Iron 


..a fact which apparently has penal- 
ized its efficiency. CF&! has consist- 
ently earned a lower profit per ton 
of capacity than the average for 
major integrated producers. 


$ 10-—1_Net Profit per Ton of Capacity 
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Since CF&I’s total net worth at the 
time was only $84 million, that was 
very big money indeed. But Franz 
hoped he could bring it off, and it 
seemed well worth doing. The bulk 
of his existing plant was at Pueblo, 
Colo. And Claymont offered him a 
vitally needed new outlet in the heart 
of the rich East Coast steel market. 
What’s more, Claymont’s carbon and 
alloy plate products gave Franz some- 
thing else to sell besides CF&I’s tradi- 
tional wire products and rails. 

Alas, for all its plausibility, the 
Claymont project was a hopeless case 
from the start. Trouble was, Franz 
and Chairman Allen had too much 
rehabilitating to do elsewhere. Allen 
had bought CF&I from the Rockefeller 
family back in 1944 on the theory that 
the cheapest way into the steel busi- 
ness was to buy up run-down plants, 
then modernize them as, if and when 
he could. 

CF&I met the test of being in suit- 
able disrepair to perfection. “In those 
days,” one veterar. employee recalls, 
“we couldn’t get a dollar for a pencil 
sharpener from the Rockefellers.” But 
sorely needing money in Pueblo, 
Franz had precious little to spare for 
Claymont. “Of the $135 million we’ve 
spent in new plant since 1951,” sighed 
he last month, “nearly $100 million of 
it has gone into Pueblo.” 
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FRANZ: 
the bargain was no bargain 


Anemic at Best. As a result, Clay- 
mont remained anemic even in the 
best of times, became a positive blood- 
sucker when things got tough. In 
1957, CF&I’s very best year, Clay- 
mont’s plate and pipe output ac- 
counted for 13.5°% of its $341-million 
sales total, but contributed substan- 
tially less than its share to net which 
reached a record $14 million. But the 
very next year Claymont’s sales fell 
twice as hard as over-all sales (down 
19% to $276 million). Running deep 
in the red, it was a major factor in 
cutting Franz’s net to just $2 million. 
When Franz announced Claymont’s 
sale last month, two thirds of its 
capacity was standing idle. 

That bit of radical surgery over and 
done with, Franz now expects CF&l 
earnings to rally briskly, thanks to the 
$100 million he has poured into 
Pueblo. He claims that 1960 was 
hardly the best year in which to test 
Pueblo’s efficiency. “This is a reces- 
sion we're in,” says he, “nothing less, 
and two of our biggest products— 
seamless tubes and rails—have been 
as hard hit as any in the steel busi- 
ness. But when the upturn comes, I 
think we'll surprise a lot of people.” 

That may well be. Just the same, 
quite apart from the heavy loss re- 
sulting from the sale of Claymont, 
CF&I has been losing money on op- 
erations, while other integrated steel- 
makers were making money running 
at less than 50% of capacity. Even at 
86% of capacity in the first quarter, 
its net profits were just 3.4% or well 
under half the industry average. 
Hardly an encouraging sign, Clay- 
mont notwithstanding. 

Franz freely concedes that CF&l 
still has some catching up to do. Yet 
almost in the same breath, he implies 


that it really hasn’t far to go or ie FILLING STARCH BAGS AT CORN PRODUCTS: 


to wait. “I think that by the spring of 


1961, we'll be as competitive as any- 
one, bar none.” 

Meanwhile, one thing at least is en- 
couragingly clear. Although it took 
them nine long years to do so, Franz 
and CF&I are now finally rid of their 
profit-sapping Claymont arm. 


FOOD PROCESSORS 


THE CAKE 
THAT ROSE 


That yeast Corn Products’ 

boss promised to put in his 

corporate cake at last has be- 
gun working. 


Watt Srreet has not been at all sure, 
these last two years, just how the cor- 
porate cake Chairman William T. 
Brady was baking at Corn Products 
Co.* would turn out. What Brady was 
trying to cook up was bigger profits, 
and he was loud in his praises of his 
recipe. It called for a larger propor- 
tion of high-margined consumer foods 
than Corn Products had hitherto used 
in concocting its usual fiscal fare, a 
big ingredient of which had been its 
narrow-margined industrial products 
(Forses, July 1). 

Slow Rising. The leavening in 
Brady’s corporate cake was to be Best 
Foods, which Corn Products acquired 
through an exchange of stock in 1958. 
Brady was confident of its yeasty in- 
fluence and frequently said as much. 
But the yeast was slow to act, and 
Wall Street began to have doubts that 
it was working. 


*Corn Products Co. Traded NYSE. Recent 


rice: 67%. Price range high, 7144; 
u 
04. ‘Total icker 


Thus last year Corn Products’ earn- 
ings rose only minutely, by 4 cents a 
share to $3.04. Brady explained that 
his merger recipe called for consider- 
able blending and that it would take 
time. 

Finally, last month Corn Products’ 
boss produced the kind of result he 
had been promising. As he had pre- 
dicted, Best Foods proved to be just 
the leavening Corn Products’ earn- 
ings had needed. On a slight sales 
increase of 1.5% in 1960’s first nine 
months (to $519.2 million), earnings 
rose a handsome 17.3% (to a record- 
breaking $27.6 million, or $2.53 a 
share). 

Corporate Chef Bill Brady does not 
attribute all the new flavor in this 
year’s earnings to his yeast alone. 
“The integration of Best Foods,” said 
he, “is part of it. But we have also 
been making other innovations for 
several years, and we plan to go right 
on making them.” 

Fluffier Profits. Brady’s latest recipe 
calls for more of still another in- 
gredient: foreign sales. These are no 
new element in Corn Products’ accus- 
tomed diet: ever since World War I, 
Prady’s company has wielded one of 
the biggest spoons any American food 
company has stirred in Europe's 
dietary bowl. 

But Brady, just back last month 
from a long rambling trip through 
Europe, wants it to be a lot bigger. 
“In the last few years,” said he, 
“Europe has passed for the first time 
from a subsistence level to an economy 
of discretionary spending. This tran- 
sition is continuing at a rapidly ac- 
celerating rate.” 

He had no doubts about what that 
will do to Corn Products’ corporate 
cake. Predicted he confidently: “Com- 
pany earnings should increasingly re- 
flect this change.” 


long-baking cake finally was rising 
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One 


FINANCIAL 
BEAUTY 
TREATMENT 


To satisfy his merger ambi- 
tions, Oilman Getty must 
make Tidewater fiscally more 
attractive. This year he has 
been making progress. 


Ir Is no secret on either side of the 
Atlantic that Oil Billionaire Jean Paul 
Getty hopes to merge his scattered 
holdings (see chart) into one great 
oil company. Yet his ambitions have 
run into a series of roadblocks. Last 
year, for example, he had to drop his 
plan to join Skelly Oil and Tide- 
water Oil* into one $1,251-million as- 
sets, $817-million annual sales com- 
pany. The trouble was that Skelly 
shares were selling at a price far clos- 
er to their net asset value than were 
Tidewater’s. It was impossible to work 
out an exchange of shares acceptable 
to shareholders of both companies. 
Getty’s ambitions had to wait on mak- 
ing Tidewater more attractive. 

Last month Getty’s son, Tidewater 
President George F. Getty Il, was 
able to report that he has made con- 
siderable progress in the past year. 
“I still think we have a long way to 
go,” said Getty frankly, “but we're 
taking a nut-and-bolt approach to the 
problem, and going from each little 
operation to each little operation.” 

Quite a Comeback. In spite of the 
worldwide oil slump, Getty reported, 
Tidewater would be able this year to 


*Tidewater Oil Co. Traded NYSE. Recent 
rice: 207,. Price range (1960): high, 243,; 
ow, 1654. Dividend (1959): 5% stock. Indi- 
cated 1960 payout: 5% stock. Earnings per 
share (1959): $2.12. Total assets: $856.4 mil- 
lion. Ticker symbol: TV. 
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TIDEWATER OIL TANK FARM: 


earn $37 million ($2.35 a share), 
almost equal to the best year it ever 
had. This would mark quite a come- 
back for Tidewater, which actually 
lost money in 1958. 

Most encouraging of all, it was ap- 
parent that increased efficiency had 
played a big part in the improvement. 
During the first nine months of 1960, 
Getty reported, Tidewater raised its 
revenues by slightly less than 5% (to 
$435 million) but managed to raise 
profits a smart 14% (to $2.01 a share). 

Behind this showing was Getty’s 
“nut-and-bolt” approach. Tidewater 
had stepped up the mechanization of 
its pipelines and two refineries, re- 
scheduled tanker sailings to move its 
ships in and out of port faster. 

Of Crude & Debt. Not a little of 
Tidewater’s troubles had centered 
around its huge, new Delaware re- 
finery. The refinery was intended to 
run on Getty Oil Co. crude from the 
Middle East. But Government quotas 
held down its input of cheap foreign 
crude. Getty had, therefore, to aug- 
ment it with expensive US. oil. 

This problem Getty claims to have 
partially licked. At least the cut- 
back in imports has not idled the re- 
finery. “The uniqueness of this re- 
finery,” he says, “is that it was not 
built around one crude. It can run 
on 40-gravity crude or 20-gravity. 
It would be an advantage if it were 
using all foreign crude—but we’re 
running roughly the same percentage 
as other eastern refineries.” 

Tidewater also is tidying up its 
capital structure. By the end of this 
year Getty hopes to have its huge 
debt (incurred largely to build the 
Delaware refinery) pared down to 
$268 million from $285 million. “We 
hope,” says Getty, “to get the total 
long-term debt somewhat below $200 
million by 1963. We have nothing 
against debt per se. We were just 


is it moving closer to a prospective partner? 
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PIPELINES 
TO POWER 


Getty Family 


A 


above the oil industry’s average.” 

“No Hurry.” How much closer to 
realization has: Tidewater’s recent 
progress brought his father’s merger 
dream? “We're in no hurry at all,” 
says Getty. “If anyone is thinking 
about a merger, there’s no point in 
our giving them a premium.” Then. to 
emphasize that Tidewater still had a 
long way to go, Getty warned stock- 
holders that common cash dividends 
were at least five years away. He of- 
fered unhappy holders the chance to 
swap their common for dividend-pay- 
ing preferred. The prospective part- 
ners were getting closer but were still 
a fair distance apart. 


AUTO PARTS 


ONCE BITTEN 


Sorely disillusioned, Budd 
Co.’s president last month 
bitterly attacked the cher- 
ished credo of his industry's 
biggest customers. 


At an American Metal Show luncheon 
in Philadelphia last month the guests 
could hardly believe their ears. Sel- 
dom do businessmen bite the hand 
that feeds them. Yet there was 
Edward G. Budd Jr., président of auto 
parts-making Budd Co., 85% of 
whose dollar output goes to Detroit's 
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BUDD’S PHILADELPHIA STAMPING LINES: 
one case where planned obsolescence didn’t pay 


automakers, doing just that. Target 
of his attack: “planned obsolescence,” 
that most cherished of the automakers’ 
modern-day marketing credos. 

Quid Pro Quo. If there was plenty 
of bite in Budd’s attack on the phi- 
losophy of planned obsolescence, it 
was probably because he himself had 
been sorely bitten by it. To keep their 
car-making customers happy, the auto 
parts makers have continually de- 
veloped such new gadgets as power 
brakes, power steering and fluid drive. 
And it cost them dear. 

To be sure, Budd concedes, such 
rapidly changing features have kept 
the automakers—and their suppliers— 
busy. “But,” he complained, “we 
found that [planned obsolescence] 
bounced right back in our teeth. We 
had to spend an awful lot of money 
for new designs and tooling. And the 
extra price had to be passed along to 
the consumer.” 

Budd’s grievance is not hard to un- 
derstand. For whatever the planned 
obsolescence philosophy may have 
done for the automakers, it has done 
little good for Budd Co.* In the past 
ten years Budd's earnings have gone 
nowhere but down. In 1958 they fell 
82.7% to 33 cents a share. Even in 
1959, a year in which most partsmak-. 
ers waxed rich making components 
for the newly launched compact cars, 
Budd Co., itself, earned just a little 
more than half of what it had in 
1950. 

Bitter Ending. If partsmaker Budd 
needed a clincher to his argument, it 
came just a few days after his bitter 
speech. When the books closed on 


Budd Co.’s first nine months, they 
showed earnings off 40% to $5.5 mil- 
lion. From Edward Budd’s point of 
view, it was conclusive proof of his 
main thesis. “Adoption of the so- 
called ‘planned obsolescence’ philos- 
ophy,” he had declared, “was a serious 
management error.” 


BANKS 


RICH LITTLE 
EMPIRE 


Disdaining mere _ volume, 

Empire Trust Co. intensively 

cultivates the business it has 

—and boasts more earning 

power than any major New 
York bank. 


In tHE banking business, sometimes 
the little fellow outperforms the 
Titans. Compared with the big banks’ 
billions, the Empire Trust Co.* is 
modestly endowed (total assets: 
$218.3 million). It nestles quietly in 
its head office at 20 Broad Street with 
a solitary outpost uptown near Rocke- 
feller Plaza, while the big banks’ 
branches have mushroomed all over 
town (Chase Manhattan has 104 of- 
fices; First National City, 87). 

But a select number of over-the- 
counter investors think highly enough 
of Empire Trust to pay around $250 
for its stock, though the cash dividend 
is a lean $3 a year. What’s the big 
attraction? Figures talk: last year 

*Em Trust Co. Traded over-the-counter. 
Recent price: 251. Price e 

252; low, 240. Dividend (1959): > 


stock. stock Earnings per sha : 4% 
: $218.3 on 


Empire Trust earned 11.5% 


on its 
capital, a rate way above that of New 
York’s two biggest banks; Chase Man- 
hattan and First National City, who 


earned 9.9% and 89% respectively. 

No Gimmicks. Empire Trust eschews 
the showmanship of goldfish-bowl, 
come-one-come-all banking. It offers 
its devoted band of customers no spe- 
cial checking, personal loan or charge- 
it-plan facilities. Courtly President 
Henry Brunie tersely states his policy: 
“The whole basis of the bank is in- 
vestment. More of our business stems 
from the investment end than from 
the commercial end.” Thus a solid 
27% of Empire’s 1959 net came from 
fees, commissions and other revenue 
from its thriving investment sector. 

Disproportionately large, by big 
bank standards, is the business of Em- 
pire’s oil, chemical and Canadian se- 
curities departments (an Australian 
department has just been set up, as 
well). Another moneymaker is the 
bank’s wholly owned Empire Re- 
sources Corp. subsidiary, which may 
accept equity in client corporations in 
lieu of cash fees for services. 

Milking the Cow. Through Empire 
Resources, the bank makes the most 
of its opportunities. Suppose a small 
chemical company plans to enter a 
new field. First it asks Empire Re- 
sources to evaluate its prospects of 
success. If it gets the green light, it 
may need equity money, which the 
bank’s investment department can 
often find among its clients. Then a 
bank loan may be indicated. Thus 
Empire has a threefold crack at profits 
from one client. 

Empire has also been venturesome 
in areas where other New York banks 
long held back. It was perhaps the 
first to conduct oil and gas drilling 


EMPIRE TRUST’S BRUNIE: 
no fear of the Titans 
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COURSE 


OF EMPIRE 


Over the past five years, smallish 
Empire Trust Co. has consistently 
outpaced the bigger New York 
banks in net per dollar of capital. 
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Empire Trust Co. 
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Wet Operating Earnings as % of Capital 
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“Bankers Trust, Chase Manhattan, 
Chem-Corn-t.Y. Trust, First Nat. City, Manufacturers Trust 


programs for clients and often be- 
comes a matchmaker. “Quite fre- 
quently,” explains Brunie, “we find 
two chemical companies interested in 
complementary sides of the same 
process. We help them set up a jointly 
owned subsidiary with a captive 
market.” 

The Asset Builders. Intensive client 
cultivation has caused Empire’s earn- 
ings to burgeon from $6.14 in 1950 to 
$12.57 in 1955, and to an estimated 
$24 this year, while its return on 
capital has been significantly higher 
(see chart) than that of all the 
major New York banks. Not much of 
these earnings has found its way to 
stockholders, for the owners of Em- 
pire’s 117,000 closely held shares view 
taxable dividends with something like 
revulsion. Hence book value per 
share has more than doubled since 
1950 and should be close to $200 by 
year-end. 

Even this phenomenal rise does not 
fully reflect Empire’s underlying 
assets. Empire Resources Corp.’s 
holdings, conservatively valued last 
year at nearly $3.8 million, are carried 
at $1 on the bank’s own books, and 
its earnings ($4.11 per Empire share 
in 1959) are not included in the parent 
company’s net. All told, at last year- 
end Empire’s book value was admit- 
tedly some $40.55 higher than the 
$175.80 its balance sheet showed. 

Thus Brunie, content with his own 
formula, betrays no fear of his giant 
neighbors. “Large banks are very 
necessary for volume business,” he 
says. “But the small bank is better 
equipped for big business—that is, the 
business of the big investor—where 
flexibility is crucial.” Based on Em- 
pire’s own record, he would seem to 
have a point. 
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STEEL 


GETTING THEIR 
FEET WET? 


One of the few major U.S. 
industries which has kept its 
manufacturing at home, steel 
took a few tentative steps 
overseas last month. 


of iron-ore properties, 
American steel companies have kept 
their capital at home, confined their 
efforts in Europe to opening sales 
offices or making occasional licens- 
ing or other “know-how” arrange- 
ments. Somehow, foreign shores never 
looked hospitable to the rugged breed 
of men who run the steel companies. 
“Even Britain nationalized its entire 
steel industry for a time after the 


war,” explained Chairman Charles M. . 


White of Republic Steel not long ago. 
“Every time we think of investing 
abroad, we think of that, too.” 

But recently U. S. steelmen have 
begun to waver. While their business 
ranged from bad to terrible, things 
were booming in Europe. Last month, 
for example, German mills were sold 
out nine months ahead on some prod- 
ucts while many a U.S. mill was offer- 
ing one-week deliveries. 

Balancing the risks against the in- 
centives, one medium-sized steel pro- 
ducer last month decided to take a 
chance on Europe. From Pittsburgh 
came word that Allegheny Ludlum 
Steel Corp. planned to build a big, 
new stainless steel] sheet and specialty 
mill in Belgium. Its 50-50 partner in 
the $10-million deal: Evence Coppee 
& Cie. of Brussels. This came on top 
of an announcement a few weeks be- 


ROLLING STEEL PLATE OVERSEAS: 


fore that Crucible Steel Co. of America 
had purchased a 75% interest in a 
small Italian maker of specialty steels 
at a cost of some $2.4 million. 

In both cases the initial stake was 
relatively small for a steel company. 
But both had one significant thing in 
common: each was moving into a 
member nation of the European Com- 
mon Market (the others, in addition to 
Italy and Belgium, are Holland, Lux- 
embourg, France and West Germany). 

“It’s the only way,” explained Alle- 
gheny President Edward J. Hanley 
last month, “you can compete for busi- 
ness there now.” Hanley would not go 
so far as to agree that this might be 
the beginning of a large-scale move- 
ment of American steel companies 
directly into Europe. “Two cases don’t 
make a trend,” said he. 

But given the steel industry's 
previous unwillingness to risk a penny 
in steelmaking facilities abroad, the 
Allegheny Ludlum and Crucible deals 
were, at the very least, newsworthy. 


PAPER 


OFF THE 
TREADMILL 


The papermakers’ penchant 
for building new capacity 
only to wallow in surplus is 
a dreary round Champion 
Paper wants no more part of. 


Year after year, the nation’s paper & 
pulp industry has been on a senseless 
treadmill which got it nowhere. Each 
year the industry persisted in adding 
4% or 5% to its plant—although it 


Britain’s nationalization still rankles 
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CHAMPION’S BENDETSEN: 
enough is enough 


was already mired in overcapacity. 

Had Enough. Weary of this pointless 
round, one of the nation’s big paper- 
makers last month resolved to get off 
the growth treadmill. He was Karl 
R. Bendetsen, president of Champion 
Paper & Fibre Co.,* who had finally 
had enough of it. “We are just not 
going to build any new capacity,” 
said he, “until we see a market for it.” 
Added he: “We may even diversify 
out of paper some day.” — 

Bendetsen has good reason for his 
discontent. His company had been 
making progressively less on its sales 
dollar ever since 1956. Then in its 
last fiscal year (ended last March), 
earnings turned up substantially for 
the first time, growing a lively 27% 
(to $9.7 million), on a 16% gain in 
sales (to $195 million). That raised 
high hopes, but they were quickly 
dashed. Industry overcapacity soon 
meant idle capacity at Champion, and 
in the first quarter of this fiscal year 
earnings fell 16°. 

Measure For Measure. Champion's 
head man has nothing against expan- 
sion as such. Such growth is neces- 
sary to keep up with the expanding 
demand for paper. Since 1957, in fact, 
Champion has plowed back some $67 
million into its business, roughly 
twice as much as it spent per year in 
earlier years. Bendetsen’s complaint 
is with the industry’s rate of growth, 
a shot that hits close to home. “We 
ourselves,” he fully acknowledges, 
“have got an overcapacity problem 
here at Champion. But I am not cry- 
ing about it. We will just have to 
learn to live with it.” 


*Champion Soper & Fibre Co. Traded NYSE. 


Recent price ce range (1960): high, 
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r share (fiscal 1 .>. Total assets: 
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AIRCRAFT 


REPRIEVED 


Jim McDonnell has won from 

the Pentagon a tieo-year re- 

prieve for his fighter plane 
assembly lines. 


Every second day or so, a specially 
built, four-engined jet transport, the 
only one of its kind in the world, 
sweeps out of the sky over the Lam- 
bert-St. Louis Municipal Airport. The 
plane rolls across the field and through 
a special gate in the cyclone wire 
fence around the headquarters of the 
McDonnell Aircraft Corp.’ Out leaps 
bespectacled, 61-year-old James S. 
McDonnell Jr., and in a few king- 
sized strides moves up the ramp to 
his office. 

The plane itself is an anachronism. 
Built by McDonnell as a prototype for 
a jet transport contract that u!ti- 
mately went to Lockheed, it is now 
used only to carry the boss on com- 
pany business. But in this respect it 
is very far from being a dead loss. It 
enables Jim McDonnell to cover the 
900 miles between St. Louis and 
Washington in just 1% hours, keeps 
him in close and constant touch with 
the Pentagon, his best and virtually 
his only customer. 

Last month Jim McDonnell was 
beaming as he climbed from the blue 
and white plane. Tucked safely into 
his briefcase was what his company 
needed most: a crisp new $199-mil- 
lion contract from the Pentagon to 
build F-4H Phantom fighters for the 
Navy. The day before, McDonzell’s 
backlog had been hovering near the 
danger point (see chart, p. 33). Now 
the company had enough orders on 
hand to keep its 23,000 employees 
busy at least through 1962. 

Breathing Spell. For the U.S.’ biggest 
builder of fighter planes this meant 
a breathing spell: rarely has a plane- 
maker needed a contract more urgent- 
ly. Until recently 77%, of McDonnell’s 
backlog has been in fighter aircraft. 
But the Government has been doing 
its really big spending for missiles and 
McDonnell’s biggest contract, $1 bil- 
lion worth of orders for Air Force 
Voodoo fighters, was nearly at an end. 
Geared to a $400-million-a-year vol- 
ume, McDonnell was obviously head- 
ing for a crash landing before the new 
contract saved it. 

Against the Winds. The man who is 
trying to keep McDonnell aloft in this 
bad economic weather, James Smith 


*McDonnell Aircraft Co. Traded NY: 
rice: 23. Price range (1960) : Nghe are: 
18. Dividend (fiscal 1960): 49c. 
fiscal 1961 payout: $1. Earnin otf 

(fiscal 1960) : $3.55. Total assets: $11 ‘inition, 
Ticker sym : MAC. 


McDonnell, has often flown under 
tough conditions—actually as well 
as metaphorically. After attending 
Princeton and MIT, McDonnell 
started his first plane company in 
1928. He personally demonstrated its 
earliest model, a tiny bug he de- 
signed as “the Model T of the air- 
lanes.” McDonnell was flying his little 
plane when the stabilizer jammed. 
Most pilots would have bailed out. But 
while a horror-struck crowd looked 
on, Jim McDonnell did the impossible, 
landed a plane with a dead motor and 
frozen controls. 

Though this first company did not 
survive, McDonnell tried again in 
1939, building planes in an empty St 
Louis garage. This time the business 
winds were with him. World War II 
carried the company into a fair-sized 
planemaker. 

Having built a first-rate fighter 
plane outfit, McDonnell remained 
military-minded even in 1948 when 
other planemakers were switching 
into civilian lines. A few years later, 
in a move which startled the entire 
industry at the time, Jim McDonnell 
snagged the Voodoo contract from his 
much bigger competitors. 

As late as fiscal 1960, which ended 
in June, it was primarily this Voodoo 
contract which brought McDonnell 
revenues of $436.9 million and earn- 
ings of $12.1 million ($3.55 a share). 
Asked what he would do when the 
Voodoo contract ran out, McDonnell 
once quipped: “That’s like asking a 
man what he intends to do when his 
wife dies.” 

What Next? Now, however, the Voo- 
doo contract has about run out. Mc- 
Donnell is hard put to replace it. The 
F-4H program is relatively small. The 
new contract will carry McDonnell 
Aircraft long enough, McDonnell 


McDONNELL’S PHANTOM II: 
it saved the day 
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END OF THE 
NOSE DIVE? 


Last month’s contract for the Navy's 
P4H fighter finally checked the three- 
year decline in McDonnell’s backlog. 


Millions of Dollars 
800) 


300 4 
1957 1958 1959 1960 
Years ending June 30 


hopes, for it to reach volume produc- | 
tion on such planes as that blue and | 
white jet, which could become an all- | 
weather utility and trainer for both | | 
military and civilian use. 

“The Government,” he declares, | 
“may not need so many planes in the | 
future, but the state, county and city | 
police will need more as their prob- 
lems grow more complex.” Adds he 
determinedly: “There’s no reason 
why we shouldn’t be making a good 
living out of manned airplanes.” 

Being a realist, however, McDonnell 
no longer limits himself to planes. He 
is pushing company research into 
such varied and exotic fields as hy- 
personic fluid mechanics, chemical 
kinetics, aerodynamic heating and 
helicopters. 

And, of course, Jim McDonnell’s 
prototype transport is still getting a 
good workout flying back and forth 
between St. Louis and Washington. 
Along with its fighter plane orders, 
McDonnell has already won contracts 
worth some $160 million for space | 
and missile projects alone. It is prime 
contractor on the Quail missile and | 
the highly glamorous Mercury cap- 
sule to put a man into outer space. 

Still an Airplane Man. But in com- | 
mon with most conventional aircraft 
companies, McDonnell has at best 
doubtful prospects for maintaining its 
current volume without big produc- | 
tion contracts for manned craft. Thus 
as long as manned aircraft are used, 
McDonnell expects to be in there 
building them. “We see no need to 
stampede away from the airplane,” 
says he. “There will be manned air- 


How 
about 
available 


.. that’s a 
big question 
when selecting 
a plant site 


And one big reason why so many nationally-known firms 
have selected a site in “U.P.” territory is that they’re 
assured of convenient and dependable freight and pas- 
senger service. No question about that. 


For confidential and helpful information about our fully 
developed plant sites and many other choice industrial 
locations in the eleven western states we serve, call on 
your nearest U.P. office or get in touch with us direct. 
We'll be pleased to serve you. 


craft as long as there is air.” 
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REFRACTORIES 


WHAT SLUMP? 


Hard times in the steel busi- 

ness? You wouldn't know it 

from the Harbison-Walker 
report last month. 


Ir ever a businessman seemed des- 
tined to share in the bad fortunes of 
his customers, it was President Earl 
A. Garber of the Harbison-Walker 
Refractories Co.” Though Harbison- 
Walker makes fire clay and other 
types of bricks for the furnaces of a 
whole catalog of industries, the com- 
pany still gets well over half of its 
$100-million sales volume from the 
steel plants around its Pittsburgh head- 
quarters and elsewhere in the U.S. 

No one would know it, however, 
from reading Harbison-Walker’s re- 
port for the first three quarters of 
1960 last month. There were the steel 
plants idling along at little more than 
half of capacity. And there was 
Harbison-Walker, with its earnings 
up 30% to $8.7 million ($2.76 a share). 
In the third quarter alone Harbison- 
Walker doubled its earnings to $2.4 
million, or 76 cents a share. 

How had Harbison-Walker man- 
aged to increase its profits in such a 
bad year for steel? The simple fact 
is that steel’s bad fortunes can often 
spell good fortune for Harbison-Walk- 
er. In boom times steel producers do 
not like to shut down their furnaces 
long enough for Harbison-Walker to 
put in new bricks. In bad times, 
there’s no such problem. 

That was not the whole story, how- 
ever. Garber has spent heavily to 
step up the efficiency of Harbison- 
Walker's own plants. In the past ten 
years he has laid out nearly $100 mil- 
lion (the equivalent of $32 a share) 
to build up his plants and the mineral 
deposits that go into refractory bricks. 
“Much of our improvement,” says 
a spokesman, “is due not only to back- 
log shipments, but to the effects of 
recent modernized mining and manu- 
facturing processes.” 

But will Harbison-Walker continue 
to prosper if the nation’s steel plants 
turn red-hot again? Earl Garber 
seems to think that Harbison-Walker 
can have it both ways. “As furnaces 
continue to operate,” he likes to say, 
“the refractory bricks are gradually 
consumed.” Garber, of course, cannot 
expect to go on prospering indefinite- 
ly. But he is justifiably proud of his 
performance in steel’s 1960 slump. 

*Harbison-Walker Refractories Co. Traded 
NYSE, Recent price: 43%. Price range (1960) : 
high, 57%: low, 42. Dividend (1958) : $1.80. 

1900 payout: $1.80 plus 3% stock. 


nae per 959) : $2.96. Total assets: 
on. Ticker symbol: HKM. 
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THE ECONOMY 


TABLES TURNED 


At a time when retailers 
could use all the help they 
could get, consumers were 
getting shy about buying now 
paying later. 


Just last spring, when the phrase 
“Soaring Sixties” still inspired some- 
thing better than a cynical laugh, 
there was considerable fretting in 
some circles about consumer install- 
ment debt—namely, that there was 
too much of it. With more than $40 
billion in buy-now-pay-later credit 
outstanding, American consumers 
were piling on new debt at the rate 
of some $5 billion per year. 

These days, with the economy mov- 
ing sideways at best, the fretting goes 
on but for very different reasons. In- 
stead of expanding too fast, consumer 
credit is scarcely expanding at all. 
Earmarking 13 cents out of every 
spendable dollar (after taxes) to pay 
for past installment purchases, con- 
sumers have clearly grown wary of 
adding new debt. In August, exten- 
sions of new credit totaled just over 
$4 billion, exceeding repayments by a 
mere $168 million, the lowest margin 
since the 1958 recession. 


PAYING OFF 
However satistying it may be morally, 
a decline in new installment loans is 
often bad news for businessmen, who 
depend heavily on credit sales. Since 
the second quarter of 1960 repayments 
have climbed faster than new loans, 
and consumers are now paying off old 
debts almost as fast os they incur new 
ones. Result: the economy is no longer 
getting much of an infusion from con- 
sumer credit. 

45 


New Installment Credit 


“Billions of Dollars 


1969 1960 


Small Cheer. Reporting again last 
month, the Federal Reserve Board an- 
nounced that in September newly 
extended credit exceeded debt repay- 
ments by only $192 million. Though 
this represented a widened margin 
over August, it created disappoint- 
ment among economists. For in the 
same month last year, new debt had 
climbed more than twice as fast. 

Thus at a time when retailers could 
use all the help they could get, con- 
sumers seemed to be getting cautious. 
Instead of a $5-billion per year rate, 
they were adding new credit at less 
than half that speed. Moralists who 
regard debt as sin might approve of 
the trend, but it was bad news to auto 
dealers and many another business- 
man who depends heavily on install- 
ment buying to move his wares. 

The credit-repayment trend lines 
were somewhat worrisome on another 
count. With the gap between exten- 
sion and repayments narrower than 
it had been in almost two years (see 
chart), it would not take much for 
total installment credit to stop grow- 
ing at all. For some, that would be 
strong evidence that the U.S. economy 
was in fact in the midst of a recession. 
One of the most conspicuous features 
of the 1958 recession was a six-month 
period when repayments actually ex- 
ceeded new extensions of credit. 


CHEMICALS 


WRONG-WAY 
ROCKET 


As Thiokol Chemical’s recent 
history demonstrates, what 
goes up comes down. 


Tuat deceleration in Thiokol Chem- 
ical Corp.’s* earnings evident earlier 
this year (Forses, May 15), turned 
into a plummeting retreat in the third 
quarter. The rocket engine and fuel- 
maker’s sales, to be sure, were still 
maintaining virtually a zero-gravity 
curve, drifting down a practically 
meaningless 2.7% to $124.4 million. 
But earnings for the first nine months 
of 1960 took a plunge, dropping from 
$4.1 million to $2.7 million, or 35%. 
What caused the slide? The answer, 
in company gobbledygook: “Rocket 
operations experienced a continuation 
of contract overrun costs.” Translated 
into plain English, this means: some- 
body goofed about time and money. 


*Thiokol Chamieet Corp. Traded NYSE. 


Recent price: Price ra 4 (1960): high, 
61%; low, (i980): none. 

ted 1960 payout: none. Earnings per share 
(1959) : $1.23. Total assets: .3 million. 
Ticker symbol: 
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THE ACROPOLIS OF ANCIENT ATHENS, GREECE—A FITTING SYMBOL FOR RARE OLD CHARTER IN ITS GRECIAN DECANTER. 


Give the present enriched by the past—a full fifth of rare seven-year- 


| 
old Kentucky Straight Bourbon in the classically beautiful Grecian OLD CH 1 
Decanter. Festively pre-wrapped (all at no extra cost) in royal red, 


ermine white and glittering gold—Old Charter greets theseasongrandly!) KENTUCKY’S FINEST BOURBON 


The Bourbon that didn’t watch the clock for Seven long years! 


KENTUCKY STRAIGHT BOURBON WHISKEY—86 PROOF—7 YEARS OLD—OLD CHARTER DIST. CO., LOUISVILLE, KY. 
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PAPER 


THE SHY PLUNGER 


The British restraint of 
Bowater Paper Corp. is pay- 
ing big dividends this year. 


IN sHARP contrast with his American 
rivals, Sir Eric Vansittart Bowater, 
chairman of ocean-girdling Bowater 
Paper Corp.,* the largest newsprint 
producer in the world, has always 
been shy about rapid expansion. 
Only once did he ever assume the 
role of the outright plunger—and then 
more in appearance than reality. That 
was in 1951, when Bowater startled 
American papermen with plans to 
build a $60-million newsprint mill in 
the heart of the South, where none 
had ever been built before. Privately 
several American papermen predicted 
that Sir Eric would lose his very shirt 
in the venture. 

They were vastly underestimating 
the canny Sir Eric. Figuring large in 
his calculations was the sworn enmity 
American newspaper publishers have 
long felt for newsprint makers. Not 
only did Bowater’s Bowater capitalize 
on that antagonism, but he persuaded 
115 Southern publishers to finance the 
mill and to sign nothing less than 15- 
year contracts for the output of that 
same mill. 

Life Savers. Those long-term con- 
tracts have since proved lifesavers in 
buoying up Bowater’s profits. Rival 
papermakers, who sold their news- 
print on short-term contract, or even 
on a catch-as-catch-can basis, had 
good occasion to realize that last 
month. For Bowater is one of the few 
major newsprint producers to show 
any kind of a gain in net this year. 
At big International Paper, for ex- 
ample, earnings are expected to drop 
some 10%. Great Northern’s earnings, 
to be sure, are running ahead of 1959’s, 
but only because last year they had 
dropped disastrously to about one 
third of 1956’s high-tide net. 

Bowater, however, was doing nicely, 
as peripatetic Sir Eric made plain on 
one of his frequent trips into New 
York last month. When 1960 is done, 
he predicted, Bowater will have raised 
its earnings some 16% to a record- 
breaking $19.7 million, or roughly 70c 
a share. 

What's more, as Bowater’s boss was 
careful to point out, it will not be a 
case of Bowater making money abroad 
and talking about it here. “Some 
70% of our sales and profits,” ex- 


over-the-counter. Recent price: 7%. Price 
range (1960): high, 9; low, 744. Dividend 
: 1960 yout: 36c 


) 36c. Indicated 
rnings 
$542.4 million. 


plained he, “come from sales of paper 
and pulp in North America, mainly 
newsprint.” He added a prediction: 
“Our North American subsidiaries 
will do every bit as well over the re- 
mainder of the year.” 

Staunch Conservative. Bold when the 
right opportunity offers, Sir Eric is 
still characteristically cautious in the 
execution. Never has he launched out 
on any of the wild rounds of building 
which have been the wont of Ameri- 
can paper producers. As a result, this 
year while many American paper- 
makers worry about idle capacity, Sir 
Eric’s mills are humming along at 
95% of capacity. Hence such over- 
head costs as interest and amortiza- 
tion have not eaten up Bowater’s 
profits as they have those of many 
other papermen. 

Sir Eric freely acknowledges his 
conservatism. “We tailored our ca- 
pacity,” he observes, “to what we 
thought our sales were going to be, 
and in this case we were right. We 
have not always been right.” Adds 
he in colossal understatement: “It is 
possible that our projections were 
more conservative than those of the 
other producers.” 

Slow Expansion. In leisurely fashion, 
Bowater is again expanding, this time 
in Belgium, France and elsewhere in 
Europe, where it is spending $30 mil- 
lion for new mills and plants. Though 
some of these are slated to produce 
newsprint, many are scheduled to 
produce packaging materials and 
(with Scott Paper) tissue. 

These latter ventures are something 
of a departure for Bowater, most of 
whose sales have traditionally in- 
volved newsprint. Says Bowater’s 
Bowater: “Newsprint has become a 
highly competitive business, and our 
policy has been to diversify outside 
it.” Adds he: “Packaging particularly 
is in its infancy in Europe.” 


FOOD 
LOVELY WEATHER 
For Calpak’s Roy Lucks, 


nature’s weather is more im- 
portant than the economy’s. 


Peertnc from the windows of his 
office overlooking downtown San 
Francisco, President Roy G. Lucks of 
the California Packing Corp.* scans 
the sky far more anxiously than he 
does charts economists prepare for 


*California Packing Corp. Traded NYSE. 
Recent price: 335g. Price range (1960): high, 
3834: low, 2714. Dividend (fiscal 1960) : $1.08. 
Indicated fiscal 1961 payout: $1.25 plus 5% 
stock. Earnings r share (fiscal 1960): $2.82. 
a assets: 3 million. Ticker symbol: 


him. A cloud or two does not dismay 
Lucks. In fact, they often comfort 
him. With Calpak the world’s larg- 
est packer of fruits and vegetables 
(about 85% sold under the Del Monte 
label), he well knows that good farm- 
ing weather can spell bad times for 
Calpak. 

Consider fiscal 1958, for example. 
In that year Calpak’s sales rose to 
the highest level in company history, 
but profits plummeted to a four-year 
low. The problem? Just too much 
good weather. There was a bumper 
crop. In order to move all the pro- 
duce, Calpak had to cut prices to keep 
the cans and bottles from piling up in 
its own warehouses. 

Advance Report? Last month, how- 
ever, Roy Lucks was having no trou- 
ble with the weather. Quite the 
contrary. Calpak’s board already had 
raised the quarterly dividend to a 
record high of 31%c a share. Now, 
heavily tanned and relaxed, Lucks 
produced an impressively rosy fore- 
cast of Calpak’s own _ economic 
weather. “In the first half of this 
fiscal year,” said he, “we expect to 
have the best six months in the com- 
pany’s history—and in the second half 
we should do just as well.” 

For Calpak, that would mean earn- 
ings well over the lofty $2.82 a 
share it netted in its 1960 fiscal year, 
ended last Feb. 28. Lucks was at great 
pains to point out that he had more 
than the weather going for him this 
time. “We've got stability now,” says 
Lucks, “in a business that always has 
been pretty cyclical.” 

Calpak, he added, now manages to 
keep its inventories in more manage- 
able shape. Last February they stood 
at just $124.3 million, vs. the $151.5 
million Calpak was burdened with 
four years ago. “I’ve got no items 
in surplus,” boasts Lucks. “All our 
items are in balance.” 

Lucks also has been spreading his 
markets. Calpak, for example, has 
pushed heavily into the Canadian 
market. It also has stepped up its 
foreign advertising and promotion. 
Just recently, Lucks formed a com- 
pany in Venezuela to supervise the 
packaging and marketing of Del 
Monte fruit nectar in the South 
American country. 

Back to Nature. But in the last analy- 
sis, Lucks admits all this will be to 
little avail if the weather gets too 
good—or too bad. Behind his high 
expectations for this fiscal year, 
agrees he, is weather which is bring- 
ing forth a crop that is neither too 
large nor too small, but just right. 
“For all that we have done,” said Roy 
Lucks slowly, “we have to admit that 
the hand of nature is still in it.” 


Lape 
ts 
Spl 
Ate 
nf 
4 
he 
xe 
Traded 
Ral Paper Corp. Ltd. ADRs 


THE 


As science makes the world smaller, it enlarges 
it in opportunity. Nucleonics, electronics, petro- 
chemistry...these and other growing industries 
were unknown only 25 years ago. 


The progress of natural gas and oil has been 
as dramatic. For one example, Tennessee Gas 
began operations just 16 years ago. Today, we 


WORLD GETS BIGGER EVERY DAY 


transport over 2 billion cubic feet of natural gas 
daily through 12,000 miles of pipeline in 18 states. 
Explore for and produce gas and oil from Canada 
to South America. Refine petroleum and market 
its products in 23 states. We are active in 
petrochemicals and research. 


More than ever, gas and oil spell... opportunity. 


TENNESSEE GAS TRANSMISSION COMPANY 


FROM NATURAL GAS AND OIL...HEAT, POWER, PETROCHEMICALS THAT MEAN EVER WIDER SERVICE TO MAN 


HEADQUARTERS: Houston, Texas - DIVISIONS: Tennessee Gas Pipeline Company « Tennessee Gos and Oil Company - Tennessee Oil Refining Company - Tennessee Overseas Company 
SUBSIDIARIES: Midwestern Gos Transmission Company - East Tennessee Noturo! Gas Compony - Tennessee Life Insurance Company - AFFILIATE: Petro-Tex Chemical Corporation 
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Modern locomotives—like these new 2400 h. p. 
turbo-supercharged beauties—are an important 
factor in the reliable rail transportation provided 

by the Burlington. 
Keeping these locomotives at peak operating 
efficiency is part of my job as a Burlington 
shop superintendent. We prevent trou- 
ble by regular scheduled maintenance 
of the diesel engines, electric generators, 
traction motors, and hundreds of other com- 
ponents of these mighty locomotives. So we know i 
that our locomotives will perform efficiently over =~ 3 
the Burlington’s 11,000 miles of railroad. a be 


Thus we assure shippers and travelers of fast, 
dependable service —service that makes me and 
my fellow-workers happy to say, 

‘J am a Burlington Man!”’ 


Burlington 


iP] CHICAGO, BURLINGTON & QUINCY RAILROAD 
Route COLORADO AND SOUTHERN RAILWAY 
FORT WO2TH AND DENVER RAILWAY 


BURLINGTON LINES Svergadere West 
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FOOD 


A LOT OF 
APPLESAUCE 


Applesauce and prunes have 
given Duffy-Mott a rosy fiscal 
complexion. 

IN THEIR appetite for profits, food com- 
panies now process everything from 
soup to nuts. One such company, 
Duffy-Mott Co., Inc.,* sets a simple 
table indeed. For President H. Eugene 
Meinhold, like his father before him, 
sets store by only two products: ap- 
ples and prunes. 

As restricted as his diet is, Mein- 
hold’s Mott applesauce and apple 
juice, his Sunsweet prunes and prune 
juice have become the biggest sellers 
in the country. Since 1951 Duffy- 
Mott’s sales have nearly trebled and 
earnings have more than doubled. As 
Meinhold got ready to report his latest 
fiscal results last month (for the year 
ended Aug. 31), Duffy-Mott looked 
healthier than ever. Sales were up 15% 
to $60 million and earnings rose 11% 
to almost $1.90 a share. 

That added up to a great deal of 
applesauce—and prunes, too. As usu- 
al, prunes would account for 40% of 
Duffy-Mott’s volume and apples for 
more than 35%. “We have branched 
out in recent years [Clapp’s baby 
food],” says Meinhold, “but we have 
not gone too far from our basic prod- 
ucts. And we probably won’t in the 
future.” 

Not that Meinhold and his predeces- 
sors have had anything against diver- 
sification. They simply believe in go- 
ing slow. Painfully slow by 1960 stand- 
ards. Thirty years ago Duffy-Mott’s 
line consisted of only cider and vine- 
gar. “The rest has been a natural 
development,” says Meinhold. 
started processing prunes, for instance, 


“We | 


as a means of keeping our plants 


running when the apple season was 
done.” 

But mainly Meinhold sees future 
growth in terms of geography, not in 
new products. Prunes and apples are 
good enough for him right now. This 
year, for example, Duffy-Mott bought 
the Pratt-Low Co., a small West 
Coast vegetable canner. “But,” says 
Meinhold, “we are not interested in 
the vegetable business. Pratt-Low’s 
real importance is that it gives us a 
production outlet for prunes and apple 
products on the West Coast.” Adds 
he: “This is the way we will have to 
grow from now on.” 


*Duffy-Mott Co., pas. over-the- 
counter. Recent p rice range 
30; low, "Dividend. 


(1960): high, 
80c. Indicated 85c. mae per 
share (1959) : $171. ‘otal assets: n. 
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KEY TO THE 
DIRECTION OF FLA. 

MOVEMENT 


Ea CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. 
7 NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. 
a. CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


DESIGNED BY PICKS. N.Y. 


Map shows condition in 87 U.S. business areas, each of which is an economic unit where 


changes depend on the same key factors. Shaded areas reflect decline or improvement for a 


two-month the last week of 


THE TOP TEN CITIES 
WITH THE GREATEST GAINS 


Percentage gain over last year 


Percentage gain from 
corresponding months last year 


Norfolk, Va +25% Serr. ocr. | 
Detroit, Mich +20 
Birmingham, Ala (2) 414 wiete Atlantic 0 +10 +3 
Phoenix, Ariz (7) +11 
Reno, Nev (5) +10 South | -6 
Duluth, Minn. +10 North Central —2 +6 | +1 
New York, NY (8) +49 South Central anf Ss —5 
Raleigh, NC (4) +9 Mountain «aij +11 ia 
Columbia, SC +9 Pacific +4 
Number in parentheses indicates | 

how many months city has NATIONAL INDEX §‘—2% + 6% | —1% 


been continuously in column. 


CHANGE OF ADDRESS 


Please send old address (exactly as imprinted on mail- 
ing label of your copy of Forses) and new address (with 


zone number if any); allow four weeks for changeover. 


FORBES SUBSCRIBER SERVICE 
70 Fifth Avenue 
New York 11, N. Y. 
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m——-—= FIRE & CASUALTY INSURANCE COMPANIES 

Why do most fire/casualty stocks sell at big Thus adding income from investments to under- 
discounts from net worth—i.e., their value in liqui- writing profits, the company can hope to earn 
dation? The answer is quite simple: inadequate about 6°%/, on net worth——though, in fact, very few 
earnin fire/casualty companies actually do. 

On its investment portfolio, the average fire/ Hence the discount. For a 6°/, return means that 
casualty company can expect to earn about 4°/, if a fire/casualty stock is to sell on a par with its 
on its net worth after taxes. net worth, the market must capitalize its stock at 

As an underwriter, most fire/casualty companies 1624 times earnings. In fact, however, underwriting 
would be glad to earn 4°, on their business, which earnings are very uncertain. So at midyear, fire/ 
usually runs at about $! in premiums for each $1 casualty stocks on average sold at only 12.4 times 
of net worth. Taxes trim that income to about 2%,. earnings. That figures out to a 25°/, discount. 

These... Reflect This... And This... 
(12 mo. ending 6/30/60) 2 
Adjusted 
Recent Net Worth Morket As | Net Profit As % | Net Under- As % | Combined 
Market per share fo Discount | Per Share on of Net writing of Net| Return on | Return on 
Company Price 6/30/60 on Net Worth | Investment: Worth Profit/shr.* Worth | Net Worth | NetWorth 
Discounts: 40%-60% | 
Providence Washington 185% $ 42.28 56.0% | $2.52 6.0% | $1.43 3.4% | 9.34% 2.6% 
Phoenix Insurance 79 164.81 52.1 6.81 41 —2.04 d | 2.92 0.7 
Agricultural Insurance 30 59.56 49.6 2.91 49 —1.80 d 1.84, 0.7 
Standard Accident 86.40 47,7 6.26 72, | —4.99 d 2.3 
New Hampshire Insurance 52 ¢ 98.99 47.5 5.31 54 (1.56 6.94 27 
Glens Falls Insurance 33% 61.21 45.7 3.19 eee” 1 6.33 3.0 
Westchester Fire ins. 31 56.49 44.7 2.48 44 0.31 0.5 4.93 3.5 
Comden Fire 32% 58.41 446 2.64 45 —0.73 d 3.33 NC 
North Rive: Fire Ins. 39 70.35 44.6 2.99 43 0.14 0.2 4.44 3.4 
Boston insurance 31% 55.99 44.2 NA NA NA NA NA 0.7 
National Fire Ins. 109 195.44 44.2 8.98 46 2.73 1.4 6.00 3.2 
Great American Ins. 45% $1.84 44.1 4.15 5.1 1.35 1.6 6.74 2.6 
U.S. Fire Insurance 272 47.80 42.5 2.08 44 0.24 0.5 4.85 3.3 
Continental Insurance 46% 79.67 418 3.60 4.5 —1.31 d 2.87 1.8 
Honever Insurance 43% 74.38 41.5 5.09 6.8 —1.06 a 5.42 0.9 
Northern Insurance 38 65.32 41.1 3.01 46 —0.83 d 3.33 45 
Discounts: 20%-40% 
Aetna (Fire) Insurance 87 144.48 39.8 7.75 5.4 4.05 2.8 8.20 2.2 
Springfield Fire & Mar. 3012 50.30+ 39.4 1.81 3.6 0.65 1.3 491 1.8 
New Amsterdam Casualty 53% 86.79 38.6 8.42 97 —8.88 d d 0.8 
Home Insurance 57M% 92.53 38.1 NA NA NA NA 6.03 2.5 
National Union Fire 37 58.5) 36.8 3.56 6.1 1. d 4.18 5 
Reliance Insurance 578 83.42 31.5 2.52 6.0 1.43 3.4 4.73 3.0 
Maryland Caswalty Co. 35% 50.34 30.0 3.02 6.0 0.54 1 7.07 48 
American Insurance 26% 35.63 26.0 2.10 59 0.79 2.2 8.16 2.9 
Discounts: 0%-20% | 
U.S. Fidelity & Guar. 39% 48.29 18.8 2.48 5.1 2.29 47 | 987 62 
Insurance Co. of N.A. 61 59.79 2.0 2.80 47 1.12 19 | #8655 49 
Aetna Casualty & Surety 8612 87.46 1 | 4.61 5.3 | 5.98 6.8 12.12 7.0 
Premiums | 
Continental Casvalty 75a 46.88 05 | 430 92 | 022 0.5 9.62 68 
Federal Insurance 59 43.86 ‘ 1.91 44 0.67 1.5 5.84 5.2 
General Re-insurance 114 92.39 . 5.94 6.4 2.99 3.2 9.66 7.9 
St. Paul Fire & Marine 56 50.63 2.45 48 1.15 2.3 7.13 63 
Security Insurance 57 52.51 2.63 5.0 0.62 1.2 6.18 25 
Hartford Fire Ins. 49 49.17 0.2 2.20 45 1.03 2.1 6.57 5.5 
*tncludes estimated equity in increase in unearned premium reserve and income taxes paid. tAs of 12/31/59. NA—not available. d—deficit. NC—not comparable. 


FORBES, NOVEMBER 15, 1960 


‘on, 
| 
ally 
a 
doug 
fii, 
= 
i 


FIRE & CASUALTY INSURANCE 


DEAD SOULS 


Like the peasants in Gogol’s 
famous riovel, most fire & 


casualty companies last 
month were worth more dead 
than alive. 


Reapy casH, logic would suggest, 
should command its own price: a dol- 
lar should be worth a dollar. Yet one 
industry in which a dollar was con- 
spicuously not worth 100 cents last 
month was the nation’s $31-billion 
fire & casualty insurance industry. In 
Wall Street's impartial scales, the 
highly liquid assets of the nation’s 
fire/casualty insurers were valued at 
far less than their “real” value. 

75¢ Dollars. Of the 70-odd actively 
traded fire/casualty stocks, eight out 
of ten last month were selling for con- 
siderably less than their adjusted net 
worth—i.e., their theoretical cash 
value in liquidation before taxes.* 

The great majority found a going 
market at prices representing dis- 
counts of from 25° to 40% below net 
worth. In a few cases, the discounts 
ran as high as 60° (see table, p. 40). 
Only the rare exception among the 
fire/casualty insurers’ equities sold at 
a premium over liquidating value. 

Why are the fire/casualty com- 
panies—like the peasants in Gogol’s 
famous novel Dead Souls—literally 
worth more dead than alive? The an- 
swer is simple: characteristically, the 
market values earnings above equity, 
and most fire/casualty companies’ 
earnings leave much to be desired. 


“Adjusted to include equity in “unearned” 
premium and certain other reserves. 


CONT. CASUALTY’S FORKEL: 
tops in premiums 


JOU 
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In fact, even in the best of times these 
insurers generally earn considerably 
less on their assets than the same 
capital would produce if put to work 
elsewhere. 

Ironically, in view of the prevailing 
market discounts, right now most 
fire/casualty companies are earning 
more than they have for some years. 
They have two main sources of earn- 
ings. One is the income on their sizable 
investment portfolios, which is usually 
quite dependable. The other is the 
profit, if any, on their underwriting 
business (i.e., their insuring func- 
tions). 

Ups & Downs. Unuerwriting profits 
and losses tend to run in alternating 
cycles of three to five years’ duration. 
This is because regulatory commis- 
sions tend to allow rate increases only 
infrequently, and usually not beyond 
current needs. For awhile, profits soar. 
Then rates gradually lag behind ever- 
mounting costs, and many underwrit- 
ers record their business in red ink. 

This year, thanks to a recent round 
of rate rises, the ink in use is mostly 
black. This, however, is quite a re- 
versal. In four of the five years since 
1955, the majority of fire/casualty 
companies lost money on their under- 
writing operations, thus wiping out 
part of their portfolio profits. 

Why then do most fire /casualty 


IN EVERY 
MAJOR 
INDUSTRY 


Basic energy ... liquids, gases 
or steam ... whatever the form, 
industry demands extremely ac- 
curate control for modern auto- 
mation technology. 


For three quarters of a century 
Fisher's policy of ‘‘a step ahead” 
of current requirements has 
been responsible for the univer- 
sal acceptance of Fisher pressure 
and liquid level controls by en- 
gineers in every field of industry. 


FISHER GOVERNOR COMPANY 
Marshalltown, lowe 
Plants in Canada, Argentine, Englond, Austrotic 


companies today still rank so con- 
spicuously among Wall Street’s dead 
souls? After all, unlike loaded laggard 
manufacturing companies, their “book 
value” is more easily realizable. They 
have no plant, carry no inventories 
and rarely are liable for service of 
much debt. Virtually all they do have 
in the way of assets is cash and its 
equivalent. 

Colder Cash. The plain answer, as 
the text opposite demonstrates, is that 
the market is reluctant to capitalize 
most fire /casualty companies’ fluctu- 
ating earnings at a sum equal to net 
worth. In the market’s eyes, there is 
cold cash and colder cash. Thus at 
midyear, at the very time when most 
insurers were closing their books on 
their most profitable underwriting 
business year since 1954, the market 
was valuing their earnings at just 12.4 
times earnings, vs. the average 17.6 
(as of June 30) price-earnings ratio 
accorded the S&P 425 industrials. 
Since few insurers were earning more 
than 6% on net worth, that meant 
market values well under liquidating 
values. 

In effect, the persistent discounts at 
which fire/casualty stocks sell merely 
reflect a time-honored fact. It takes 
money to make money. But a dollar’s 
real worth as an investment is what it 
can earn—and that is highly variable. 
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Net sales $197,490,831 
Income before taxes $13,638,356 
Net income $6,690,356 
Per share $2.90 
Dividends $4,620,700 
Per share $2.00 

Depreciation and 
amortization $6,959,971 
Per share $3.01 


Expenditures for plant 
and equipment $8,764,000 


Working capital $59,721,934 


Current ratio 4.97 tol 
Shareholders’equity $92,846,742 
Per share $40.18 


Number of shareholders 20,969 
Number of employees 6,151 


You are invited to write 
for a copy of The Glidden 
Company 1960 Annual Report 


THE GLIDDEN COMPANY Glidden}: 


creating profit opportunities for business and industry With compony 
inion Commerce Buildi 
PAINTS FOODS CHEMICALS "Cleveland 14, Ohio 
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1954 , 1955 , 1956 , 1957 1°58 1959 A$ OH OD 
1960 
The FORBES index 145 
' Solid line is computed weekly and monthly, gives equal weight to 
five factors: 
1. How much are we producing? (FRB production index) 
2. people are working? (BLS non-agricultural employ- 
tow rking? (BLS average weekly hours 140 
4. Are people spending or saving? (FRB department store sales) 
508 axe the waive of Galler (2007-42 
= 100), factors 1, 4 and 5 for seasonal variation. 
based on tentative figures for a St 
te later revision. 
130 
125 
120 
Vv. 
Sept. Oct. Mev. Dee. dam. Feb, March April’ May June Aug, Sept 
(prelim) 
Production ........ 157.0 154.0 156.0 165.0 168.0 166.0 165.0 165.0 167.0 166.0 166.0 164.0 162.0 
Employment ...... 1193 1189 1193 1204 1209 121.0 120.7 1214 1214 121.4 121.0 121.3 122.3 
=e ees 101.0 101.0 100.0 101.5 101.0 99.8 99.5 98.7 100.0 100.3 100.0 99.8 99.2 
Nea 131.1 132.8 132.5 136.2 133.3 127.9 129.2 142.0 1308 133.1 136.6 132.8 130.5 
Bank Debits ....... 162.2 164.1 167.1 160.3 165.3 171.5 172.2 166.4 179.2 173.6 175.0 190.4 173.9 
Ry ee 134.1 134.2 135.0 136.7 137.7 137.2 137.3 138.7 139.7 138.9 139.7 141.7 137.6 


The Gold Rush 


A NuMBER of investment decisions oc- 
curred in the second half of October, 
particularly in the London market— 
where the price of gold suddenly 
mushroomed upward. Sometimes, as 
now, politics and economics are in- 
terwoven, and changes in psychology 
play a distinct part in making stock 
price trends. Three considerations 
come to mind about where we stand 
now: 

1) The concept of a managed econ- 
omy has been accepted by all of the 
American people, irrespective of their 
political affiliations. 2) The confidence 
factor which played so important 
a market part in the early stages 
of the Eisenhower Administration 
today has been dissipated by other 
considerations. 3) As a common- 
sense matter, it’s fallacious to pin an 
“inflationary” label on the Democrats 
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by SIDNEY B. LURIE 


or a “hard money” 
policy on the Re- 
publicans. 

Thus, contrary 
to the front page 
news being made 
by the London 
gold market, de- 
valuation is not a matter of political 
parties. If it were to happen again, 
it would only be after a severe finan- 
cial crisis. 

In this connection: 1) There’s little 
or no chance that devaluation will be 
forced on us by misguided specu- 
lators. 2) The only ones who would 
benefit from devaluation would be 
the Russians. We can’t resolve our 
higher costs by devaluation; if any- 
thing, it would increase our world- 
wide competitive disadvantage. 3) 
Actually, there never has been enough 


gold in the world to satisfy all of the 
world’s deposits. 4) On _ balanced 
view, the dollar has never been 
stronger. 

There’s been so much loose talk 
about the threat of dollar devaluation 
that one additional point is worthy 
of note. Our difficulties do not stem 
from deficiencies but from the fact 
that we are the philanthropists of 
Western civilization. Our gifts for the 
sake of freedom are well in excess of 
our international payments deficit. 
And cooperation can solve this par- 
ticular problem. 

In the past few months, this column 
has expressed the opinions that: 1) 
Our economy is experiencing no more 
than a gentle down drift to a new and 
more stable base. 2) The business 
tide could later turn quite easily, for 
there are no major maladjustments 
requiring an extended period of cor- 
rection. 3) Just as 1960 started out 
by doublecrossing the optimists, so 
may it end by doublecrossing the pes- 
simists. In this connection, the trend 
of farm income has already reversed 
itself, and there’s hope of a modest 


Whenever we 
lose customer — 


Ic kills us. 


It doesn’t happen often, but when it 
does we want to know why. 


So we ask, and we get a lot of answers. 
Some are perfectly understandable — the 
customer has moved to a town where we 
don’t have an office, or he has a close 
friend who works for another broker — 
but some replies require a little digging 
beneath the surface. 

And when we probe, we sometimes 
discover the real reason is that the cus- 
tomer is disappointed because he didn’t 
make more money on his investments or 
maybe even had a loss. If he had only 
bought Stock A instead of Stock B! If he 
had only sold Stock C instead of Stock D! 


In a situation like that it’s probably 
natural enough for the customer to blame 
us, but the fact remains that neither we 
nor any other broker can ever guarantee 
what's going to happen to any stock. 
Over the years, prices of most well-known 


stocks have increased substantially, and — 


the owners of those stocks have made 
money. Nevertheless, the ever-present 
factor of risk makes it impossible to 
promise a profit to any individual stock- 
owner at any specific time. In short, there 
aren't any “sure things” in the market. 

Nevertheless, some investments are 
surer than others, and here— in this area 
of picking stocks with comparatively 
brighter prospects— we're willing to put 


the record of our Research Department | 
right on the line. Over the years, we | 


don’t know anyone who has done a better 
job in evaluating the thousands of dif- 
ferent securities that are traded in the 


market every day, and that’s why we | 
consider the two million dollars a year | 


we put into Research money well spent. 
If you would like Research’s judgment 
about your holdings—a judgment backed 
not by guarantee but an impressive 
record of results—it’s yours for the ask- 
ing. Just write a letter about your situa- 
tion, defining your investment objective 
and listing your holdings, and we will 
send you without any obligation a de- 
tailed appraisal of your portfolio. 


Just address your letter to— 


C. QUINN 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
132 offices in U. S., Canada and abroad 


| increase in building activity next year. | 


No question about it, both business 
| and the speculator still must learn 
how to live in a new, non-inflationary, 
highly competitive world. Further- 
more, the adjustment cannot be made 
overnight nor will it be painless. But 
there also is no denying the facts 
that: 1) The inventory excesses which 
were supposed to have plagued 1961 
are being corrected in 1960. 2) While 
industry's capital spending has slowed, 
this can be offset by higher defense 
spending and a continued increase in 
local government spending—another 
$40-billion item. To put it in a word, 
while this column offers no promise 
of a new business boom, it conversely 
sees no sign of doom. 

A field check of this premise with 
different businessmen points up two 
considerations: 1) While the extent 
of the fail upturn has been disappoint- 
ing, fourth-quarter reports will make 
more pleasant comparative reading. 
2) Although management is cautious, 
there’s no tangible sign that the busi- 
ness roof is falling in. Note the fol- 
lowing: next year’s capital spending 
will remain quite high . . . In many 
cases, fall business is a disappoint- 
ment only when measured against 
earlier expectations . . . In others, the 
current level of business is in line 
with, or better than, revised forecasts 
. . . Equally important, profit margins 
may improve next year as more cor- 
porate fat is trimmed from the bone. 

All of which is reason to repeat this 

| column’s position that our new specu- 
lative world is not an _ impossible 
world, that there can be individually 
attractive opportunities. Sure, there 
are many negative aspects. But they 
may not carry too much weight at go- 
ing price levels. In other words, 
today’s realities probably are better 
than psychology. 

Obviously, the foregoing does not 
imply that caution can be thrown to 
the winds, that all common stocks 
are attractive or that we once again 
are in a period where every day will 
be New Year's eve for every specu- 
lator. Case in point, the industries 
that now are “looking up” are pri- 
marily those whose problems began 
before 1960. Aircraft and oil are good 
examples. Then, too, while the bright- 
est outlook is enjoyed by companies 
in the food, leisure time, natural gas, 
office equipment, scientific-oriented 
and tobacco industries, there’s trouble 
in some Paradises. Certain drug and 
electronic companies are sailing in 
rough weather. As if to complicate 
matters, it’s possible to find an indi- 
vidually bright outlook in an other- 
wise seemingly dull industry. Note 
the turn-of-the-month reference to 

| Deere and United Air Lines. 
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Southern California 
Edison Company 


DIVIDENDS 
The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 43 
252 cents per share; 


4.24% SERIES 
Dividend No. 20 
26/2 cents per shore; 


4.78% SERIES 
Dividend No. 12 
297/g cents per share; 


4.88% SERIES 
Dividend No. 52 
3202 cents per share. 


The above dividends are pay- 
able November 30, 1960, to 
stockholders of record No- 
vember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, No- 
vember 30. 


P. HALE, Treasurer 
October 20, 1960 


IBM 


183r0 CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable December 
10, 1960, to stockholders of 
record at the close of busi- 
ness on November 10, 1960. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
October 25, 1960 


INTERNATIONAL BUSINESS MACHINES CORP 


Forses, NOVEMBER 15, 1960 
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To put it in a word, the criteria for 
an interest in any stock today is dif- 
ferent than it was in past years. For 
example, the reason for buying the 
typical standard stock in a standard 
industry has to be more than just the 
fact that it represents a good name. 
To be successful, this philosophy re- 
quires the hope of a renewed business 
boom and/or the prospect of aggres- 
sive buying by standard people. 


Neither seems likely. But it is a time | 


to look for the stocks with a story— 


whether they represent an exception | 


of a special nature in a cyclical busi- 


ness or a beneficiary of new patterns | 


of corporate and consumer life. 


Deere and United Air Lines which | 


were favorably commented on in the 
November 1 issue are excellent illus- 
trations of this point. In addition, ref- 
erence might also be made to two 
issues suggested months ago at lower 
levels when the 
substantially higher—issues which, 


Averages were | 


nevertheless, are still quite attractive. | 


I refer to R. R. Donnelley around 29 


(one share of common will be dis- | 
tributed for each 50 held next month) | 


and Emhart Manufacturing around 54. 

Donnelley, the largest commercial 
printer in the United States, repre- 
sents a business where the benefits 


of past capital expenditures tend to _ 


be cumulative and progressive. This 
fundamental operating characteristic 


means that the $34 million which was | 


spent between 1957 and 1959 should 
start showing up _ increasingly 
profits in 1961. Also, the company’s 
capital spending budget for 1961 may 
be more than the $16-$17 million that 
will be spent this year. This year’s 


in | 


earnings should be around $1.85 per | 


share. 


As for Emhart, the company may | 


earn hetween $3.25 and $3.50 this 
year, with sales in the area of $32 


million. In addition, the company will | 


have about a 40-cent per share equity 
in Swedish subsidiaries. Most im- 
portant of all, Emhart should enjoy 
a 70c-75c per share earnings equity 
in Plax Corporation—the No. One 
company in the squeezable bottle 
field. With Plax opening two new 
plants in coming months, it could do 


as much business in 1961 as Emhart | 
will this year. This means Plax’s sales | 


will have more than doubled since 
1959. 
This is the time of year when every 


security buyer reviews his list in an | 


effort to take advantage of the tax 
laws—and rid his portfolio of prob- 


lem children. In this connection, two | 


considerations might be mentioned: 
1) The environment has changed, 


and portfolios must be kept in tune | 
with present conditions, not the past. | 


(CONTINUED ON PAGE 68) 
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savings / investment 
opportunity 


earn Ais, insured to *110,000 


with one-check convenience 


Financial Federation, a group of 11 
California savings and loan associa- 
tions, now makes it possible for you to 
earn a 4%% return (current minimum 
annual rate) on as much as $110,000... 
with the entire amount insured by the 
Federal Savings and Loan Insurance 
Corporation. 

Mail one check directly to Financial 
Federation...funds will be insured with 


one or more Federation members listed 
below. Up to $10,000 insured with each 
association permits total of $110,000 
insured under one account name. OR, 
make checks payable to associations in 
amounts you wish and mail one envelope 
to Financial Federation. Add to or 
withdraw from individual accounts with 
convenient flexibility. Funds received 
by 10th of any month earn from Ist. 


For more details, write for Financial Federation’s Savings /Investment Portfolio. 


Atlantic Savings, Los Angeles - Coachella Valley Savings, Palm Springs « Community ey 
Savings, Compton - La Ballona Savings, Culver City - Lassen Savings, Chico + Midvalley (2 
Savings, Marysville - Palomar Savings, Escondido + Prudential Savings, San Gabriel - er) 


All above associations are members of the F eteees Home Loan Bank System with accounts insured 


Sequoia Savings, Fresno + Sierra Savings, San Bernardino « Silver Gate Savings, San Diego aie 


by the Federal Savings and Loan | 


@ 


FINANCIAL FEDERATION, inc. 


5150 WILSHIRE BOULEVARD, DEPT.F-3 + LOS ANGELES 36, CALIF. 


Assets over $300 Million + Reg. with U.S. Securities and Exchange Commission 


EQUITABLE 


Pittsburgh , Pa. 


At a meeting held October 26, 1960, the Board of 
Directors declared quarterly dividends of $1.09 per 
share on the 4.36% Convertible Preferred Stock, 
$1.40 per share on ‘the 5.60% Preferred Stock and 


464 cents r share on the Common Stock, pay- 
Cs December 1960 to all holders of record at 
the close Casidens November 10, 1960. 


H. 8. Netting, Jr., Secretary 


BOOK 


INDUSTRIAL 
OPPORTUNITIES 


Treasure Chest Land 
the UTAH, IDAHO, 
COLORADO, WYO- 
MING area so rich 
in natural resources. 


Write for FREE COPY 
Box 899, Dept. N 

Salt Lake City 10, Uteh 
Inquires held in strict confidence. 


| 

PUGET SOUND POWER 
& LIGHT COMPANY 


Common Stock Dwidend 
No. 69 


The Board of Directors has de- 
clared a dividend of 39c per share 
on Common Stock of Puget Sound 
Powe: & Light Company, payable 
November 15, 1960, to stockhold- 
} ers of record at the close of 
business October 21, 1960. 


J. H. CLawson 


President 
\ 
National 
Distillers 


and 
Chemical 


Corporation 


DIVIDEND NOTICE 


The Board of Directors has de- 
cored a quarterly dividend of 
30¢ per share on the outstand- 
ing Common Stock, payable on 
December 1, 1960, to stockholders 
of record on November 10, 1960. 
The transfer books will not close. 
PAUL C. JAMESON 
October 27, 1960. Treasurer 
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The man who predicted history’s greatest market boom now tells how he 
did it. E. George Schaefer, the famed Dow Theory Trader from Indian- 
apolis reveals the techniques that have brought extraordinary profits to 
many thousands of his clients. 


From Wall Street to Main Street, all 
over America last week normally 
quiet bookstores took on some of 
the look of busy brokerage board 
rooms, as investors by the score 
hurried in to get the first copies of 
E. George Schaefer's new volume, 
“How I Helped More than 10,000 
Investors to Profit in Stocks!” 

In many stores, author Schaefer 
appeared in person to participate in 
the book trade’s time-honored “‘au- 
tographing parties.” But it was not 
the signature scrawled on the fly- 
leaf that was the chief lure for most 
buyers, it was the detailed, usable 
investment information contained 
in the book. 

While a plethora of how-I-dunits 
(in Wall Street) has appeared re- 
cently, most have dealt with in- 
dividual and rather specialized 
instances. No investment advisor 
has previously been willing to dis- 
close the exact methods used in 
arriving at the conclusions ulti- 
mately passed along to his sub- 
scribers — perhaps because of trade 


secrets or perhaps because conclu- 
sions have not always proved profit- 
able. But E. George Schaefer has 
now done exactly this. His new book 


12,000 COPIES SOLD! 


It has been estimated that 
over 12,000 copies of 
Schaefer's new book, ‘‘How 
| Helped More Than 10,000 
Investors toProfit in Stocks!'’, 
will have been sold by De- 
cember 1, 1960. 


Says Schaefer, “If the pub- 
lic remains as interested in 
books on the Stock Market 
as now, the coming year will 
be a good one for. book 
stores and publishers of fi- 
nancial books . . . this one 
is being published by 
Prentice-Hall, Inc., who will 
soon begin their third print- 
ing of this book.” 


explains, step by step, the precise 
techniques he employs in preparing 
his investment advice. And thou- 
sands who have followed that advice 
since 1949 are more than satisfied 
with the results they have thus far 
obtained. 

What makes Schaefer’s book—and 
his advisory service— unique? As the 
rangy, professorial Hoosier himself 
often says, “Let's look at the record.” 

Schaefer launched his advisory 
service in June, 1948. One year later 
—in June and July of 1949—he issued 
his remarkable “Turn of the Tide” 
market letters, in which he predicted 
that a great bull market of long ex- 
tent was slowly beginning. 

A glance at the chart on the next 
page will show how right he has 
been. 


Primary Trend—Key to Profits 
In accordance with Dow Theory 
principles and his own technical 
market measures, Schaefer knew 
that carefully selected growth stocks 

(Continued on next page) 
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could profitably be held as the up- 
ward “Primary Trend” of the long 
bull market continued to unfold. 


He knew that there would be severe 
downward corrections of this basic 
upward movement — as there were, 
in 1953, in 1957 and in 1960. But he 
also knew that there was no reliable 
way to predict or gauge the extent 
of such movements — that the truly 
prudent investor should ride the 
primary bull wend and hold fast 
to diversified growth stocks, while 
weaker and less knowledgeable in- 
vestors were panicked into selling as 
the news temporarily turned un- 
favorable and made people feel 
bearish. 


Schaefer knew that as long as the 
primary bull market trend con- 
tinued to point upward, the aver- 
ages were bound to recover and rise 
to even higher levels. 


Look again at the chart. Note how 
stocks faltered uncertainly in early 
1953, then slid lower for nine 
months. Schaefer recognized this sell- 
off for what it was — the end of the 
first phase and the beginning of the 
second phase of the traditional three- 
phase bull market pattern that 
Charles H. Dow had first ingeniously 
identified in his pioneering stock 
market studies before World War I. 


Schaefer fearlessly predicted in one 
of his special studies, that the mar- 
ket would rally in the next several 
years, from its then current 270 level 
to “about 522.” 


In 1956, the second phase topped 
out at 521.05. 


Schaefer himself was as surprised as 
anyone—and rather amused—by the 
almost pinpoint accuracy of his pre- 
diction. 


Schaefer Goes It Alone... 
To the Benefit of Subscribers 


In late 1957, the market was again 
in trouble and appeared to be 
headed even lower. A steady flood of 
pessimistic reports emanated from 
Wall Street. Production was off. Un- 


employment was edging up. Many 


Advertisement 


“New Heights Ahead 
| for Greatest Bull Market Ever?” | 


THE DOW THEORY IN ACTION — OCTOBER, 


Here is what another Dow Theory forecaster had to say thirty years ago, just four = 
550— before stocks began their greatest decline in history. Wrote William Peter 


Ys 


Uj 


Wall Street Journal Editor, in his column: 


“On the late Charles H. Dow's well known method of reading the stock market movement 
from the Dow-Jones overages, the twenty railroad stocks on Wednesdoy, October 23 
confirmed a bearish indication given by the industrials two doys before. Together the overages 

unprecedented 


gove a signal for o bear market in stocks ofter a major bull market with the 
duration of almost six years.” 
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people feared that a major depres- 
sion was in the offing. And finally, 
the “sputnik” crisis sent the Indus- 
trial Average tumbling down to 
700 419.79. 


The vast majority of “professional” 
investment services turned fearful 
and bearish in late 1957 and early 
+650 $1958. They took the easy course of 
playing up to the current emotions 
of investors. They advocated ex- 
treme caution, recommended cut- 
backs in common stocks— and many 


THIRD PHASE 


“Uy 
7 


= — investors sold out and remained 
meekly on the sidelines, waiting for 

Wu“. even lower prices. 
The lower prices never materialized. 
OPERATION = ce E. George Schaefer chose once more 
CRISIS to swim against the tide, as he had 
sates “SPUTWIK” so successfully done during the lows 
CRISIS of 1949 and again in 1953. Fully 

500 


aware that mass psychology was 

a bearish and that the public was 
“Vigorous Uptrend : likely to scoff at him, he issued a bar- 
rage of strongly optimistic forecasts. 
450 ~=—He published an extremely bullish 
advertisement in October, 1957, in 
which he predicted — quite accu- 
rately —the fabulous third-phase 
upsurge still under way. In fact, he 


Major Ad 419.79 


ee 400 termed the intermediate-term lows 
1 | of October, 1957, one of the most 
outstanding buying opportunities 
| An Era of Professional Confusion 
aol and Frustration 350 Willingly putting himself far out on 
AX Says Schaefer: ‘Pick up almost any old newspaper or a limb, Schaefer wrote on October 
magazine from the past 10 years, and especially those of 19, 1957: “Although the 14-week in- 
~ 
1949, of 1953 or of late 1957. You will see for yourself termediate decline under way is the 
how fearful and bearish —- ond wrong — almost all the 300 most severe in the entire bull mar- 
experts’ and services were. When this, the greatest bull het since 1949, it is the seventh such 
market in all history, finally comes to a resounding end, : 4 Pa 
decline. Very probably it will prove 
| believe that most will be wrong again and that some ee iy 2 tgh 
95% of the services will be optimistically predicting higher to oe the clean-out’ or final ‘s ake- 
prices ahead. Only a few seasoned and studied investors 250 out’ ending the second phase of this 
will weather the storm successfully.” bull market.” Again on October 26, 
1957, he encouraged his readers by 
| | z | announcing: “The turn to the up- 
Tire,” side has come. This coming third 
Note: The studies indicated on the chart are but four of . 
Schaefer's many unswervingly bullish predictions which 200 phase upmovement will progress 
appeared during this dynamic but confusing decade. 300 points or more. It will be a re- 
Each forecast, at the time, ran counter to the overwhelm- ¥ lentless upsur e that will not allow 
ingly bearish opinion of the crowd, and most of the 8 
experts. the shorts to cover or the sold-out 
| | | 150 bulls to buy their stocks back at 
5 1956 1957 1958 195 196 
The chart shows the subsequent 


(Continued on next page) 
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amazing accuracy of Schaefer's pre- 
dictions — and the immense profits 
possible for readers who heeded his 


advice. 


What of the present situation in the 
market, following the widely-her- 
alded “Bear Market signal” of the 
old Dow Theory which occurred in 
March? Asked Schaefer recently: 
“Do you realize that when this year’s 
March 8 low close of 599.10 was -vio- 
lated, such a downside penetration 
might be caused unintentionally by 
just one or two large investors? A 
few fearful investors with a small 
block of such stocks as Eastman 
Kodak, duPont, Procter & Gamble, 
Alcoa, International Paper, or Am. 
Tel. & Tel., who decided to sell at 
the market or near a well-publicized 
low point might actually cause a 
penetration, and this, in turn, could 
bring about mass fear and liquida- 
tion? This is exactly what hap- 
pened!” 


Making his point on how some in- 
vestors watch former lows in the 
Averages even more graphically, 
Schaefer continued, “It’s a situation 
about like the Judas goat that leads 
the sheep down the runway to their 
death in a slaughterhouse. The goat 
unintentionally leads and knows 
full well that it is safe and that he'll 
get a reward at the end of the trip, 
while the sheep follow only to meet 
their doom. To the fearful masses, 


the downward pattern of the Aver- 
ages looked so convincing — tempo- 
rarily—at the 1949, 1951, 1953, 1957, 
and now at the 1960 lows; but if the 
primary bull market is to resume 
(as I believe it will), these low spots 
are to be classified as nothing more 
than typical, highly-publicized 
‘shake-outs’ that cost many scared 
investors a fortune in the long run.” 


Updating the Dow Theory 
The Dow Theory, basis for Schae- 


fer’s almost uncanny market proph- 


ecies, is now more than sixty years 
old. It might well be termed the 


Market Theories, too, need updating 


“Model T” of market concepts. And 
like the famous Ford prototype, it 
still works — although Schaefer has 
originated many improvements and 
innovations in its application. 


While he feels that mass psychology 
recently has been a most important 
factor in market analysis — recent 
worries about the election, about 
Khrushchev, or Castro or about 
whatever, must always be taken into 
consideration -- Schaefer's approach 
to the market is primarily through 
technical studies. The tools he has 
found most useful in the course of 
his eleven years of accurate stock 
market forecasting are these seven 
time-tested measures: 


1. Yield Cycle. The higher the 
yield of common stocks, as com- 
pared to that of bonds, the more 
attractive they are. Bull markets 
generally “top out” when stock 
yields are low. Schaefer says that 
yields on stocks promise to be low 
during 1961. 


The Primary Trend ... Ride the 
Primary Trend for Profits! 


2. Consensus. Interestingly enough, 
the more one-sided becomes the 
opinion of the majority of “profes- 
sional” market analysts . . . the more 
likely it is to be wrong. 


3. Ratio of Short Interest to Vol- 
ume. A high ratio is bullish; a low 
ratio, bearish — since most short 
sellers, like the “professionals” are 
usually wrong, it is significant that 
this ratio has been bullish recently. 


4. Schaefer’s 50% Retracement 
Concept. If a major market move- 
ment fails to retrace half of its pre- 
vious movement, the direction of 
the Primary Trend may be consid- 
ered to have remained unchanged. 


5. 200-Day Investment Line. A 
valuable “moving average” statisti- 
cal technique for spotting buy areas 
in a bull market, sell areas in a bear 
market. 


6. Odd-Lot Index. When the small 
investor is buying heavily—look out! 
He’s often wrong. Similarly, small 
investors have often sold heavily at 
the wrong times (for example, 1954 
and 1958). Not conclusive by itself, 
the Odd-Lot Index is nevertheless 
valuable to the modern Dow The- 
orist. Schaefer's Odd-Lot studies 
show the “little fellow” is fearful 
and they imply that an upmove is 
coming in 1961. 


7. Three-Phase Studies. Careful 
study of the chart shows that we are 
well into the third and final phase 
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of a great bull market. But the phase 
is not yet finished —Schaefer is con- 
vinced that higher prices will still 
be seen during the year ahead before 
the long primary bull market since 
1949 finally “tops out.” 


Success Revealed in Model Accounts 
The record since 1949 clearly shows 
that Schaefer’s interpretation of the 
primary bull market trend has been 
correct—but what about individual 
stocks? Does his startling record for 
accuracy in predicting the general 
direction of the market have any 
specific and practical value? 


It has. Schaefer has proved this be- 
yond question through the simple 
device of a pair of hypothetical 
Model Accounts, started near 1949's 
lows with a theoretical original capi- 
tal of $50,000 in each account. 


Every week since then, Schaefer’s 
regular 6-page advisory service letter 


has reported faithfully on the hold- 
ings of these two model accounts 
and their current market value. 
When (theoretical) buying or selling 
transactions were planned for either 
account, subscribers to the service 
were notified in advance. 


Today — as they have done consist- 
ently for the past eleven years— the 
two Model Accounts speak volumes 
for the value of Schaefer's long-term 
investment procedure and for the 
usefulness of his seven technical 
tools. As the following chart shows, 
the No. | Model Investment Account 
has soared to a value of $401,660.01, 
reflecting a gain of $351,649.14. At 
the same time, the No. 2 Model 
Speculative Account has grown to 
$351,058.43, for a gain of $301,055.70. 


While both show a decline at this 
moment from their highs to date, 
this has happened before during 
temporary set-backs. As the market 
resumes its major trend upward, as 
Schaefer is convinced it will do, prof- 
its in both accounts will increase 
once more, if Schaefer is right. And 
his past record makes it appear very 
likely indeed that he will be right. 


This honest accounting for Schae- 
fer’s advisory service, exposing his 
complete record to the sharpest scru- 
tiny of his subscribers, is a unique 
Schaefer innovation. No other in- 
vestment adviser, whether Dow The- 
orist or otherwise, has dared to put 
his market theories to such a severe 
and unhedged test all the way up 
since the 1949 lows. 


Noteworthy confirmation of Schae- 
fer’s thinking is also provided by a 
comparison of the two accounts. 
The speculative account, while its 
performance has been good, has so 
far not done as well as the invest- 
ment grade account. According to 
Schaefer, “when the reverse becomes 
true — when Model Account No, 2 
starts to outperform No. 1—that will 
be a clear indication that the end of 
the third phase is at hand, and with 
it, the end of our long-term bull 
market since 1949.” 

A time, in other words, will come 


Capitols influence capital so Schaefer 
keeps in close touch. 


not too many months away for all 
investors to beware. 


But that time is not here yet, Schae- 
fer believes. What does he see, for 
the market in the immediate future? 


What's Ahead Now ? 


“Contrary to popular current belief, 
the world or the long bull market in 
stocks since 1949 has not come to a 
crashing end,” he says. “To find any- 
thing like the wave of fear, pessi- 
mism and bearishness that has 
gripped the American public in re- 
cent months, we have to go all the 
way back to 1957, to 1953, or to 1949. 
As everyone knows, these years had 
climactic bottoms in which the finan- 
cial news was gloomy and just about 
everybody was scared stiff—yet, for 
many investors who kept their heads 
and their stocks, great fortunes came 
later as the primary bull market re- 
sumed upward.” 

Schaefer continues: “Before consid- 
ering what my studies say about a 
coming ‘selling area, allow me to 
emphasize that the tops are always 
more difficult to predict than the 
bottoms. It is easter, as a rule, to 
point out the beginning of a bull 
market than the end of that same 
bull market. 

“Then too, all stocks don’t record 
their bull market highs at the same 
time. It is entirely possible that some 
stocks may already have seen their 
highs, and it is very probable that 
others will establish their bull mar- 
ket tops two, four, or perhaps six 

(Continued on next page) 
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that last dollar in profits. We will 
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months before the Industrial Aver- 
age sees its final peak. Therefore, as 
we move along in our studies in an 
effort to detect a logical selling area 
for this primary bull market since 
1949, we won't expect to get the top 
dollar in the stocks we sell. 

“Our attitude and market philoso- 
phy will be to let someone else have 


say to ourselves—‘we don’t expect to 
make all the money in the world.’ 
Instead, long before we ever sell that 
first stock out of our portfolio, we 
will have disciplined ourselves to be 
satisfied with fair profits in our ac- 
count as a whole — and if all stocks 
held don’t show a profit or if what 
we sell goes higher, later on, that is 


to be expected. 
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“Just as, so very often, when stocks 
are purchased for the long pull they 
may go down first, temporarily, be- 
fore the rise begins. When stocks are 
sold, very often they may well go up 
somewhat further before the bear 
market we expect begins. I would 
rather be a few months early in sell- 
ing out in a major bull market, as 
this one, than a few months late. 


Success Revealed In Unique Model Accounts 


Thousands of Dollars 


PROFITS SPEAK LOUDER 
THAN WORDS 


Claims ore one thing—but practical, 
hard-headed investors demand re- 
sults! The proof of any investment 
service lies in its profits. A unique and 
closely followed feature of Schaefer's 
service is the weekly performance 
record of his 2 continuously supervised 
model accounts. In addition Schaefer's 
investment procedure under the Dow 
Theory is fully outlined. The complete 
accounting shows Schoefer's procedure 
from 1949 to date. Here are the 
actval gain records (as of 10/15/60) 
—they speak for themselves! 
NO. 1 MODEL INVESTMENT 

acc 

(16 diversified investment grade issues) 

Market Vaiue $401,660.01 

INDICATED GAIN (profits 

and reinvested divs.) . $351,649.14 
*¢ NO. 2 MODEL SPECULATIVE 


(36 diversified growth-speculation issues) 
Market Value 
INDICATED GAIN (profits 
and reinvested divs.) 


$351,058.43 
$301,055.70 


OUNT 
ACCOUNT 


No. 1 Model 


Investment Account 


a 


No. 2 Model 
Speculative Account 


4 


32 
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$39,073 by 1959 


$200,000 


9 Years 


@ How $2,500 Invested in 1950 Skyrocketed to 


_@ ‘arly Mistakes Help a Teacher to Accumulate 


@ A subscriber runs $292,045 up to $3,052,260 in 


@ Wisely and Conservatively Invested Savings 


SUBSCRIBERS’ SUCCESS STORIES SPEAK VOLUMES! 


(Schaefer’s new book “How I Helped More than 10,000 Investors to Profit in Stocks’ 
contains 49 pages of actual examples of how subscribers made money under the author’s 
guidance. Here ar= a few sub-titles to case histories presented in this new book.) 


Reliable Information Result} in a $177,600 
Profit in 10 Years 

On $15,000 Invested, We Now Have $250,000 
in Stocks, $50,000 cash and a $35,000 Home 


$135,000 Grows to $500,000 with Primary Bull 
Trend 


@ A Profit of $120,000 on Zenith Radio 
e@ From $4,000 to $60,000 in Growth Stocks Since 


Climb to $150,000 


After this bull market spills over the 
dam into a new primary bear mar- 
ket, many of today’s profits will 
probably vanish in a hurry. And 
the great chance of losing our hard- 
earned profits, and more too, by 
holding out for the last dollar is 
what we want to avoid.” 


The Crucial Decisions Ahead 
“Two crucial timing decisions will 
have to be made in the months and 
years to come,” Schaefer continues 
in a recent letter. “While I expect a 
much higher market in the near fu- 
ture, the time will eventually arrive 
when my market studies indicate 
that stocks are at long last on truly 
vulnerable ground. At that point, I 
will recommend to my subscribers 
that they sell all their common 
stocks and retire to the sidelines, 
with cash in the lock box and all 
investments confined to short term 
Government securities. Then, in 
perhaps two or three years, fore- 
sighted investors will be in fine 
shape to re-enter a greatly depressed 
stock market. It will require great 
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$400,000 Starting Capital 


1954 


@ A Fabulous $5,000,000 Profit in Polaroid on @ ki. George Schaefer's own Case History and 
_- What he Plans to do in the Years Ahead 


patience and knowledge, however, 
to avoid the temptation to reinvest 
prematurely. 

“But I am confident that investors 
familiar with my new Dow Theory 
principles and techniques will be 
adequately armed to protect and 
build their capital during the chal- 
lenging years that lie ahead.” 


To provide that familiarity with his 
well-proven principles — and in re- 
sponse to an increasing demand 
both from his subscribers and from 
investors at large —Schaefer has 
written his new book, “How I Help- 
ed More than 10,000 Investors to 
Profit in Stocks!” Particularly in 
these difficult times, this revelation 
of the Schaefer methods of stock 
market research will have keen in- 
terest and very specific usefulness for 
every investor. 


The hard-hitting frankness of Schae- 
fer’s approach is well demonstrated 
in his new book as he discusses an 
exchange that took place a few 
months ago when he addressed an 
overflow audience of bankers, brok- 
ers, analysts, businessmen, and in- 
vestors in San Francisco. The audi- 
ence listened raptly throughout his 
speech, but they appeared most visi- 
bly stirred when Schaefer spoke of 
the top of the bull market and the 
possibility of a major depression 
ahead. 
(Continued on next page) 
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Schaefer gives blunt answers to today’s big questions 


After the speech, none of the members of the distin- 
guished audience wanted to leave; they put a number 
of interesting questions to the speaker. Here are some 
of those questions—and Mr. Schaefer's unhedged 
answers: 


Q. Mr. Schaefer, you discussed the three phases that 
have developed in this bull market since 1949. 
How much longer do you feel that this third and 
final phase now under way might last? 


A. There is no way to tell precisely when the phases 
of a bull or bear market are to begin or to end. 
All we can do is to observe the size and tendencies 
of the first two completed phases of this bull 
market since 1949. They have lasted approxi- 
mately four years each. The second phase went 


about twice as far in extent. I would guess that 
the top of the third phase will come in 1961 and 
that, in extent, it will eventually be much greater 
than the second phase. 


Q. Do you expect to see quite some speculation be- 
fore we see the final top? 


A. I look for public enthusiasm to build up slowly 
and irregularly until the market finally gets over- 
bought and highly speculative. Once a speculative 
climax occurs, I feel that the curtain will crash 
down on this bull market. 


How soon do you think that inflation in this 
country will be stopped? 


A. Not later than 1961. 
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Will a market crash and a major depression follow 
then? 


I think so. As I said earlier, it's almost impossible, 
however, to call the exact top, because of mass 
psychology. But | feel sure that the stock market 
will begin to discount the end of inflation well 
ahead of time. My three-phase studies, the ratio of 
short interest to daily volume, my odd-lot inter- 
pretations, and my yield cycle, all seem to point 
to a final top in the stock market sometime in 
1961. This top should be followed by a major bear 
trend in the stock market and a severe depression 
in business. 


This country has had inflation since 1933. The 
dollar has become worth less and less. Each time 
there is the slightest recession the government 
begins priming the pump. More inflation results. 
This has been going on for 26 years now. Why do 
you think it will stop, and how can we get a major 
depression under such inflationary conditions? 


There has been a long inflationary trend in this 
country for 75 years or longer. Our fathers and 
grandfathers told about how prices of things were 
really low in their day. And, we know that follow- 
ing each major war there has always been a long 
period of inflation, eventually to be followed by 
a depression. The economic growth of this nation 
has been built upon alternate periods of pros- 
perity and depression. I doubt if that will change 
very much in the future. The reason we can look 
for a depression in the years ahead is simply be- 
cause we have had a major war, and a good many 
years of prosperity. In due time, a depression has 
always come as an aftermath of the war scarcities, 
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higher prices, and the over-production of just 
about everything during the inflation that follows 
a major war. Finally, the point is reached when 
the whole world over-produces, and regardless of 
pump priming and deficit spending, prices start 
down, deflation begins, and a major depression 


begins to bear down upon us. 


Q. Mr. Schaefer, I would like to hear you say how 


severe you believe the depression to follow will be. 
After the final peak, how far down do you look for 
the Industrial Average to go, and about what year 
might we expect the bottom? 


A. Assuming that our third-phase top area comes in 


1961, | would say that the prediction I made in 
October, 1957, is still good. There, at about the 
425 level, I made a guess that the Industrial Aver- 
age finally would top out its third phase near the 
767 level. I would say that the peak will come 50 
points either way from that point. That puts the 
top in the 717 to 817 area. After that, we can logi- 
cally expect a three or four year bear market. For 
just a rough guess, the bottom of this next bear 
market might well come in about 1964. There is 
no sure method of determining how low the In- 
dustrial Average might go, but, following a major 
bull market such as this one, we can expect a 
rather severe bear market. How much the govern- 
ment can do to stop a major bear market, such as 
the one coming up, remains a big question mark. 
Personally, I don’t believe that too much can or 
will be done, and if that is true, then the Indus- 
trial Average could go all the way down to below 
the 200 level, before the expected three or four 
year bear market ahead runs its full course in 
correcting the bull market in force since 1949. 


(Continued on next page) 
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Clearly, Schaefer doesn’t pull his 
punches. Small wonder that book- 
sellers all over the country are re- 
porting a flood of calls for copies of 
“that new Schaefer book”! 


“I don’t maintain that everyone who 
reads my book will be able to take 
a million dollars out of the stock 
market in his spare time,” remarked 
Schaefer last week, “but I do believe 
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that this book—more than any other 
— will prepare the investor to sur- 
vive —and profit from —the chal- 
lenging months and years that lie 
ahead.” 


In 21 brilliant and specific chapters, 
E. George Schaefer brings you the invest- 
ment guidance and judgment that have 
already proved immensely profitable to 
thousands of investors the nation over. 
For example: 


* How to use Dow’s Primary Trend as 
the pathway to riches in the stock 
market. 


* How to improve your ability to make 
the right decisions at the right time in 
your own stock market operations. 


* How todecide atany given time whether 
to invest fully in selectecl common stocks 
—or in none at all. 


* How to recognize the three stages of 
the Bull Market and achieve maximum 
profit by seeing a major trend through. 


* How to use Schaefer’s ratio of short in- 
terest to daily volume to decide when 
the market is dangerously overbought. 


* How to determine a market trend by 
odd-lot studies. ...and 15 other equally 
valuable chapters. 


ACT NOW! — Fill in the cou 


To Your Bookseller or 


I Hel 
refun 


Name 


if I am not satisfied! 


E. GEORGE SCHAEFER, Pudiisher 

SCHAEFER’S “THE DOW THEORY TRADER” 

3636 Salem Street - Indianapolis 8, Indiana 

My $4.95 enclosed. Please forward a copy of your new book “How 
More Than 10,000 Investors to Profit in Stocks!” Full 


E. George Schaefer, famed Dow Theory Trader, reveals techniques behind 
his amazingly accurate predictions about the stock market. 


How | helped more than 10,000 
Investors to profit in Stocks! 


E. George Schaefer, widely acknowledged to be one of America’s most bril- 
liant financial minds, has become a legend in his lifetime. NOW—he discloses, 
for the first time, the full details of his methods for forecasting future trends 
in the market . . . telling how to use those methods to measure the underlying 


strength of your investments. 


CASE HISTORIES—Stories of Real 
People Who Have Made Money by 
Following E. George Schaefer’s Advice. 
One of the most fascinating chapters in 
this important new book is devoted en- 
tirely to actual case histories. Forty-nine 
pages of true examples of profitable in- 
vesting, such as: 
* How $2,500 Invested in 1950 Skyrock- 
eted to $39,073 by 1959 
* Early Mistakes Help a Teacher to Ac- 
cumulate $200,000 


* $135,000 Grows to $500,000 with 
Primary Bull Trend 

* Wisely and Constructively Invested 
Savings Climb to $150,000 

* Reliable Information Results in a 
$177,600 Profit in 10 years 

* From $4,000 to $60,000 in Growth 
Stocks since 1954 
. . and 35 other true stories, filled with 

information on trading and investing. It 

will pay you to read and study them care- 
lly. 


Address 


(Please Print Clearly) 


City 


_Zone. 


State 


(F) 


Read E. George Schaefer's unhedged 
answers to vital all-important ques- 


* What will be the aftermath, when the 
curtain finally comes crashing down on 
the present bull market? 


* How will the inflationary spur to stock 
market speculation be blunted? 


* What can the average investor do to 
protect himself? 


* What action will the government take 
when deflation comes—and will it be 
effective? 


* When should you play: it safe and put 
down an anchor . . . to keep your boat 
from going over the dam? 


* Should you sell everything—even the 
best of high-grade stocks and bonds? 


* What is the opportunity for the greatest 
profit yet, that still lies just ahead? 


Your Final Opportunity 
to Realize Big Market Profits 


If E. George Schaefer is right (and he has 
yet to be wrong about the stock market), 
this may be your last chance for many 
years to make money in the market. 


Since 1949, the market has passed through 
two clear and unmistakable bull phases 
... and the third and final phase is under 
way. It will be followed, Schaefer declares, 
by a serious economic depression. 


BUT—if you read Schaefer’s valuable 
new book now, it can help you take full 
advantage of this possible last chance for 
profits ... help you avoid the pitfalls of 
the ensuing bear market. 
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INVESTMENT SUCCESS 
the Crucial 
Months Ahead! 


trial su ription 


To help steer investors through the critical months ahead and to 
introduce new subscribers to his service so they can study his 
amazing record and Model Accounts for themselves, readers of 
this magazine are urged to act now on the unusually generous 
trial offer described fully on this page. This offer includes, in 


addition to 4 full weeks of Schaeter’s complete service, a spe- 
cial 6-page market study entitled “Final Upsurge Ahead” plus 
Schaefer's current selections of “21 Stocks for the Bull Market's 
Final Upswing” — Both included as a BONUS. 

“Although we are well into the 3rd and final phase of the 
longest bull market,” says Schaefer, “I believe further substantial 
gains lie just ahead for carefully selected stocks.” 

In 1929, by way of comparison, the Dow-Jones Industrial Average 
rose more than 25% between 
January and the August peak. 

And even after the August 
1929 bull market peak, inves- 
tors had several weeks to dis- 

of their stocks at good 
prices before the October 1929 
collapse. 

Schaefer employs the same 
special Dow Theory techniques 
which have enabled him to 
forecast accurately and with- 
out deviation the upward pri- 


Enclosed is $3.00 covering your s' 


security—you owe it to yourself 
tosend for the vitalreportsnow! 


ial introductory 3-for-1 offer. Rush my bonus ies of 
important 6-page market study “Final Upsurge Ahead” and special list “‘21 Stocks for the 
Market’s Final Upswing”’ and start sending complete service for four full weeks. 


mary trend of this long bull Name... 

For your investment peace 

of mind — and your financial 


MONEY BACK GUARANTEE. If I'm not completely satisfied you will refund my money upon notification. 
(Offer limited te new subscribers only.) 


Advertisement 


YOUR INTRODUCTORY OFFER: 


You don’t risk a penny when you accept the 
generous introductory offer to Schaefer's 
“The Dow Theory Trader” service which 
includes all of the following: 


1. SCHAEFER’S “THE DOW THEORY TRADER” —our weekly 
market letter providing unhedged advice as to invest- 
ment policy, and conclusions under the Dow Theory. 
2. TREND OF THE AVERAGES—vital weekly charts show- 
ing important investment trends. 

3. SUPERVISED MODEL ACCOUNTS — INVESTMENT AND 
SPECULATIVE GRADES — complete, continuous perform- 
ance records of our two model accounts under our Dow 
Theory investment procedure. 

4. SELECTED SITUATIONS—special groups and selected 
situations within these groups are discussed and analyzed 
quite frequently and are tuned to the current business 
picture and future outlook for the stock market under 
Schaefer’s Dow Theory interpretations and technical 
research. 

5. THE BUSINESS OUTLOOK—bi-monthly trend survey 
and special study on future business. 

6. WASHINGTON NEWS-LETTER — an especially written 
analysis of important events taking place in our Nation’s 
Capital with an interpretation of their probable impact 
on stock prices and the securities market. 

7. SPECIAL SITUATIONS — a period report on special 
investment situations—known to few investors—un- 
earthed by our research activities—earmarked for im- 
mediate action. 


Fill in coupon, attach your check or 
_ money order and receive all the above 
material for 4 full weeks plus 2 specia! 
reports “Final Upsurge Ahead”’ and 
_ “21 Stocks for the Bull Market’s Final 


Upswing. 
ACT NOW! 
~~ ALL FOR ONLY 


SCHAEFER’S 


“THE DOW THEORY TRADER” 


3636 Salem Street, Indianapolis 8, Indiana 


State 


7 


A4Week 
Schaefer's * 
| \ STocKs 
UPSURGE,| THE Bur, 
UPSWING” 
| 
i 
i 
Rone 
| 
| 


CURRENT RATE 
ON INSURED SAVINGS 


Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation’s largest savings 
and loan associations 


In 75 years this trustworthy 
institution has never missed a divi- 


dend nor closed its doors on a | 


day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 


business 


Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 


Corporation accounts are ac- 
cepte and insured. 


Funds received by the 
any month earn from the first of 
that mon 


Assets Over 160 Million Dollars 


LOA 
Convenient postage-free mail service 


— SEND COUPON FOR FULL INFORMATION — 
P.O. Box F-28592, San Diego 12, California 


Air REDUCTION 
Company, Incorporated 


174” CONSECUTIVE 
COMMON STOCK DIVIDEND 


The Board of Directors has de- 
clared a regular quarterly divi- 
dend of 624¢ per share on the 
Common Stock of the Company, 
payable on December 5, 1960, to 
holders of record on November 
18, 1960. 


Oct, 26, 1960, 
T. S. O'BRIEN, Secretary 


58 
ive 


M 


In THe first place, keep in mind that 
this bear market already has made 
considerable progress: 1) Many of the 
bull market highs were made as early 
as 1957 and 1958, and a few as early 
as 1956. 2) Most of the heavy indus- 
try issues are down about 40% from 
their tops, and some as much as 50% 
or 60%. 3) Representative electronics 
and science stocks (the big sinners in 
excesses) are off 30% to 50%. 4) 
Most important of all, a psychol- 


| ogy of doubt has replaced the former 


conviction that every day, in every 
way, everything was getting better 
and better. 

Second, much of this decline has 
been based more on disappointment 
than on disaster. The decade of the 
Sixties, which still is very young, thus 
far has not been “according to the 
books”; January’s economic and earn- 


| ings forecasts do not look good in 


November. The psalmist said that 
hope deferred maketh the heart sick. 

Third, now that stable income from 
salaries, white collar work, govern- 
ment jobs, the service industries, so- 
cial security, pensions and other 
“transfer payments” are so much 
more important than fluctuating fac- 
tory wages and farm income in the 
makeup of gross personal incomes, 


| economic woe in the economy does not 


compound itself as it did in the 1930s 
and earlier. Only about 8% of the 
population lives on farms against 
more than 50% before World War I. 
Last year white collar salaries ex- 
ceeded factory wages and construction 
wages, even in a high-employment 
year. A recession does not feed it- 
self as in the past. 

Fourth, we are approaching a time 
when more aggressive steps will be 
taken to stimulate the economy 
through government spending and 
credit devices, and the mildly infla- 


| tionary influence of a federal deficit 


will replace the mildly deflationary 
influence of a federal surplus. 

All this does not mean that we will 
pass overnight from a bear market 
into a bull market, even if the D-J 
industrials happen to make a bottom 


| somewhere in the 500-550 area. The 


bear market lows will not all be made 
on the same day, as most of them 
were in July of 1932. 

The lows will be scattered over a 
period of six months or a year, just as 
the highs were scattered over a period 
of at least two years. Probably we 
already have seen the lows in most 
of the oils. Perhaps we have seen 
most of the lows in the papers, the 
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Some Thoughts About The Bottoms 


by L. O. HOOPER 


aircrafts and the 
airlines. It is just 
possible that we 
have seen some 
of the lows in the 
rails. 

The lows in the 
electronics issues, 
or most of them, probably have not 
been seen. And that probably goes 
for not a few of the so-called (or often 
miscalled) “growth” stocks in other 
industries. I suspect that we have 
not seen the lows in the residential 
building shares. 

There will be intermediate rallies 
and intermediate declines, and the 
chances are that some of the year- 
end price movements will prove to be 
more emotional than decisive. For a 
guess, I will say that the stock market 
as a whole will not make as much 
downward progress from now until 
January 20th as it did in the period 
between the conventions and the 
election. But, even if it goes up, I 
would not assume that we are back 
in a full-blown bull market. 

You see, I visualize a period of 
months in which the bear market will 
be bottoming out. The chances are 
that some stocks will record bear 
market lows, final lows, in most every 
session but that the “clustering” of 
the lows on any day, or in any week, 
will be much less pronounced than 
the “clustering” we have seen in 
other market adjustments. Remem- 
ber that this is not a “crisis” market, 
nor is it a market in which there is any 
significant amount of “forced liqui- 
dation.” People are selling because 
they want to, not because they have 
to. It makes a difference. 

And we are not going back into the 
same type of bull market with the 
same type of leadership. For a while 
at least, quite regardless of the efforts 
of the new administration, we must 
content ourselves to live in a boom- 
less economy. A boomless economy 
is not necessarily an unpleasant econ- 
omy, or an unprosperous economy. 
But in a boomless economy stock 
prices tend to be more stable, and the 
dynamic issues are more exceptional 
and less numerous. 

Philadelphia & Reading (29) is down 
from a high of 6534 last year. The 
current price is realistic. Earnings 
this year will be around $3 a share, 
of which probably not more than 5 
cents will come from coal. Non-coal 
earnings, only 25c a share in 1955, 
were $2.89 in 1959 and this year 

(CONTINUED ON PAGE 68) 
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Newest Value Line Oil Reports foresee a 


NEW TREND 


OIL STOCKS 


Long awaited turning-point 


believed near for “domestic integrated’ companies, 


as earnings rise again. 


New Value Line research points to a decided turn for 
the better—for the first time in 3 years—in the Oil Stocks, 
among which many new buying opportunities are now 
beginning to take shape. 


To benefit most from recent developments are certain 
“domestic integrated” companies. Aided by the import 
quotas on crude oil, the domestic petroleum industry has 
been pulling itself together in a very positive manner: 
gasoline prices are firming; the threat to the price of 
domestic crude oil seems about over, and the strenuous 
internal cost-cutting campaigns of the past two years 
will boost profits as product prices improve. 


These and other factors indicate that considerably 
improved earnings lie ahead for these companies. 


Reflecting the investment meaning of this bright out- 
look, no less than 10 Oil Stocks, out of all 1000 stocks 
under regular watch, now carry Value Line’s top rank- 
ing for “Probable Market Performance in the Next 12 

onths.” 


As for the rest-—CAUTION! In contrast to the top- 
ranking 10, many of the other stocks in this group are 
ranked well below average for market performance dur- 
ing the coming year. 


COMPLIMENTARY COPIES 


We will send you, as part of the Guest Subscription 
offer described below, the comprehensive Value Line Re- 
ports on the individual stocks in both the Oil Industry 
and the Natural Gas Industry. All in all you will receive 
full-page Reports on each of 80 stocks, among them: 


Amerada Anderson-Prichard Buckeye 

Champlin Oil Cities Service Getty Oil 

Gulf Oil Imperial Oil Interprovincial PL 
io Oil 


Kerr-McGee Oil Lone Star Gas Ohio 

Panhandle E P L Pure Oil Richfield Oil 
Royal Dutch Sheli Oil Sinclair Oil 

Skelly Oil Socony-Mobil Standard Oil (NJ) 


Sun Oil Texaco Tidewater Oil 

Under this offer, you will also receive—by return mail 
and without charge— Value Line’s special ‘report on the 
UPHEAVAL IN METAL STOCKS, a survey of the 
opportunities and dangers in world metal markets... 
plus the latest Value Line Summary of Advices on 1000 
Major Stocks and 50 Special Situations, with Value 
Line’s objective measurements of Probable Market Per- 
formance in Next 12 Months, Quality, Yield and Appre- 
ciation Potentiality over a 3- to 5-year pull. 


All these Reports will be sent to you without charge in 
conjunction with Value Line’s Guest Subscription offer 
which for only $5 (less than half the regular rate) 
brings you the next 4 weeks of complete service, includ- 
ing the following timely analyses, projections and 
recommendations: 


*(1) 4 “ESPECIALLY RECOMMENDED STOCK-OF-THE- 
WEEK” REPORTS (The group of stocks selected to date 
has far outperformed the Dow-Jones averages.) 

(2) “WHAT THE MUTUAL FUNDS ARE BUYING & SELL- 
ING’’—a new Value Line feature in which the net changes 
in the holdings of individual stocks by all the leading 
Funds are noted—weekly 

(3) Graphic Analyses of “WHAT COMPANY OFFICERS 
DIRECTORS ARE BUYING AND SELLING"— 
weekly 

(4) THE BUSINESS PROSPECT—weekly 

(5) STOCK MARKET PROSPECT—weekly 

(6) RECOMMENDED INVESTMENT POLICY—weekly 

(7) BEST STOCKS TO BUY OR HOLD NOW for specific in- 
vestment objectives—weekly 

(8) VALUE LINE BUSINESS FORECASTER which shows 
the trend of 7 economic series whose turning points have 
ew preceded cyclical turns in economic activity— 
weekly 


*(9) Full-page ratings and reports on each of 
300 additional stocks 


(10) A NEW SPECIAL SITUATION ANALYSIS 

(11) SPECIAL SITUATIONS FOR HOLDING NOW—weekly 

(12) ALL SPECIAL SITUATIONS SOLD—scores of which had 
doubled and trebled. (For 20 years, the Value Line Survey 
has been recommending one Special Situation every month, 
regardless of the trend of the general market. The compre- 
hensive record will be submitted to you under this offer.) 

(13) THE SUPERVISED ACCOUNT REPORT, which gives ad- 
vance notice of all changes to be executed in the future in 
a real portfolio—supervised as a “model” account for the 
average investor. Also gives complete record of 20-year 
results to date. 

(14) WEEKLY SUPPLEMENTS and 


(15) 4 WEEKLY SUMMARY-INDEXES including the very 
latest Ranks and Ratings on all 1000 Stocks and more 
—o Special Situations under constant year-round 
watch. 


ALSO FREE with this offer: Arnold Bernhard’'s new book 
(regular $3.95 clothbound edition published by Simon & 
Schuster)— 


“THE EVALUATION OF COMMON STOCKS” 


In this lucid book the research director of the Value Line 
Survey explains the principles behind Value Line’s methods 
... why stocks are not always worth what they sell for 
how they are sometimes carried too high, sometimes too low 

mass excitement ... how to project the normal value 
oj stocks into the future. 


To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 
Address 
City 


Send $5 to Dept. FB-165P 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & CO., Inc. 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. ¥. 
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WE SERVE 
INDIVIDUALS 


Busimest- 
Many business firms and non-profit 
organizations have funds beyond 
the cash needed for normal opera- 
tions. Many of them are putting 
these reserve funds to profitable 
use by opening a savings account 
at Fidelity Federal Savings. 

Accounts may be opened by 
corporations, partnerships, credit 
unions, churches, charitable organ- 
izations, trustees and other groups. 


ACCOUNTS INSURED TO $10,000 


Accounts opened by the 10th 
earn from the Ist 


PER ANNUM 
DIVIDENDS PAID QUARTERLY 
Assets over $175 million 
Reserves over $16 million 


- 
Fipeutry= 
Federal = 
1937 
SAVINGS & LOAN ASSOCIATION 
225 EAST BROADWAY 
Dept. 122 
GLENDALE 5, CALIFORNIA 
Just minutes from the center of Los Angeles 
WRITE For ¢ COMPLETE E INFORMATION © 


In Germany, 


THE ECONOMIC recovery of Europe dur- 
ing the past few years, so largely 
attributable to the Common Market, 
has caused American investors to look 
for growth potential on the Continent. 
domestic prosperity, 
coupled with American demand, has 
tended to drive stock prices to a 
level where very few “good” stocks 
show a yield of more than 2%, while 
in France yields of below 1.5% are the 
rule, rather than the exception. In 
contrast, the British market still en- 
ables investors to find sound growth 


situations with very realistic yields. 


Immediately following the cessation 


| of hostilities of 1945, British industry 
had a very difficult time recovering 


from the wastage of the war years, 
during which it was converted almost 
entirely to the manufacture of mili- 
tary goods, relying on U.S. supply for 
civilian consumption. Industrial re- 
covery was further hampered by a 


| Labor government which saddled the 


country with its socialistic policies for 
six years. The Conservative govern- 
ment which followed had too slender 


a majority for anything but an uneasy 
| existence, and even the elections in 


Please direct inquiries to: ie 


R. M. RIGGLE 


Asst. vice-president / Dept. 122 


| Please send information about your 
association and latest statement .. 
L 


ADORESS 
ZONE_ 


PHILADELPHIA ELECTRIC 
COMPANY 


Dsvidend NN. hice 


Dividends of 56 cents a share on 
the COMMON STOCK, and 25 
cents a share on the $1 DIVI- 
DEND PREFERENCE COM- 
MON STOCK for the quarter 
ending December 31, 1960, have 
boen deck: a payable De 

1 20 to stockholders of record at 
the close of business on Novem- 
ber 18. Checks will be mailed. 


Treasurer 


= 


the mid-Fifties only gave the Con- 
servative party a bare working ma- 
jority over the socialist opposition. The 
1959 elections returned not only a very 
impressive majority of the Conserva- 
tive party, but.also a socialist minority 
which apparently had learned from 
its mistakes in power in the immediate 
postwar years and has become a party 
advocating radical reform, rather than 
the revolutionary socialistic policies it 


| not only preached, but practiced, pre- 


viously. 

Consequently, 1959 was the first 
time in 20 years when observers not 
only in Britain, but overseas, could 
look upon the British political climate 
and decide that whatever the economic 
risks, the United Kingdom might have 
for investors, times were politically 
not unfavorable for the entrepreneur. 

This sudden change in the long-term 
political outlook coincided with one of 
the most rapid spurts in British eco- 


| nomic activity. From August to Oc- 


tober 1958, industrial production re- 
mained almost stationary. During the 
following year, to October 1959, it ex- 
panded by approximately 11%, while 
the period to April 1960 showed fur- 
ther expansion of about 4.5%. 

The removal of the political risk 


' combined with the industrial pros- 


perity of the country had the effect 
of raising the Financial Times index 
of British ordinary stocks by over 50% 


STOCK ANALYSIS 


Those Prospering British 


by GEORGE J. HENRY* 


last year. At the 
beginning of the 
bull market in 
February 1958, the 
index stood at 
154.4, while the 
peak was hit in 
January 1960, 
when it reached a 
level of 343. After receding approxi- 
mately 10% from this high early in 
the year, a recovery was seen during 
the summer. During the last few 
weeks the index has hovered around 
the 335 mark or very near to its high, 
and the London market in general has 
behaved much better than Wall Street. 

The tremendous rise in industrial 
activity described above put strains on 
the economy, and the Bank of England, 
in conjunction with the Treasury, 
exercised certain restraining powers 
to call a halt to a boom which promised 
to develop into wage inflation with all 
its attendant evils. The final restrain- 
ing action was the raising of the bank 
rate (the Bank of England’s redis- 
count rate) from 5% to 6% at the 
end of June. 

The consensus of serious economic 
opinion in England is that these mone- 
tary measures were used early enough 
to prevent the necessity of exercising 
deflationary measures which would 
halt the long-term economic develop- 
ment of the country. Certainly expen- 
diture on durable goods had decreased, 
and by the middle of October British 
Motor Corporation and other major 
motor manufacturers announced cuts 
in production. By Oct. 27 the Bank 
of England, no doubt prompted by the 
inflow of foreign funds (attracted by 
the high British interest rate), as well 
as by the interruption in the upward 
trend of the economy, lowered the 
bank rate to 5.5%. 

On its own, the lowering of the bank 
rate by this extent is not necessarily 
significant, but in the same way that 
the rise in the bank rate earlier was 
intended as a warning to employers 
and workers to exercise restraint, this 
latest action must be interpreted as 
an amber, if not a green light, for 
planning further economic expansion 
which the needs and the capacity of 
the country justify. 

The pace of advance in the price of 
British stocks during the last two 
years or so can hardly be expected to 
be equaled during the next two years. 
To begin with, dividends have in- 


*Mr. Henry, a member of the firm of Carl 
Marks & Co., is a guest columnist for Heinz 
H. Biel, who is on vacation. 
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87th CONSECUTIVE 


DIVIDEND 


The 87th consecutive quar- 
terly dividend was declared 
this day by the Board of Di- 
rectors of Rockwell Manufac- 
turing Company. A dividend 
of 40¢ per share on outstand- 
ing common stock will be 
paid on December 9, 1960, 
to shareholders of record at 
the close of business on 
November 18, 1960. 

A stock dividend of 2 per 
cent will be paid January 10, 
1961 to shareholders of rec- 
ord December 20, 1960. 


October 28, 1960 
P. A. Wick, 
Secretary 


ROCKWELL 
MANUFACTURING CO. 
Pittsburgh 8, Pa. 


SEND 
FOR 

THIS 
| FREE 
BOOKLET 
TODAY! 


Based on low margin requirements, commodity 
futures provide 14 times the profit possibilities 
of common stocks. Learn how to increase cap- 
ital and income in these fast-moving markets; 
how to safeguard funds with stops; how to 
use tax-saving helps. Send for free booklet 
and recent trading bulletins today. 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BA 7-6484 


CROMPTON & KNOWLES 


CORPORATION 


Worcester, Mass. 

DIVIDEND NOTICE 
The Board of Directors 
today declared the regular 
quarterly dividend of 25 
cents a share on the com- 
mon stock of the Company 
and, in order to bring total dividends for 
1960 to $1, an additional amount of 5 cents 
a share. Payment will be made December 
29, 1960 to holders of record at the close of 
business December 16, 1960 
JAMES BARRINGER, 

reasurer 


TO HELP GAIN TAX BENEFITS 


You Need these Charts in Planning 
Year-End Stock Adjustments 


See New November Issue of 
GRAPHIC STOCKS containing over 
1001 CHARTS showing monthly highs, 
lows * earnings * dividends * capitaliza- 
tions * volume on virtually every active 
stock listed on N.Y. and American Stock 
Exchanges covering about 12 years to Nov. 
1, 1960. Also, study the Group Averages in 
the back pages of Graphic Stocks to learn 
which industries are moving up and which 
show weakness. 

Send $12 for single copy (Spiral Bound) 

F. W. STEPHENS 
87-F Nassau St., N.Y. 38 BE 3-9090 


ForBES, NOVEMBER 15, 1960 


creased at a greater rate than profits; 
the influence of the Labor party pre- 
viously tended to make companies 
retain too large a percentage of their 
profits. 

Nevertheless, the British market in 
general would seem to be by far the | 
cheapest of the exchanges of Europe. | 
An average yield of very nearly 4.5% 
is shown on ordinary shares by the 


Financial Times index, and the same | 


index shows that the component stocks 
are standing at slightly under 11 times 
earnings. 

With the long-term economic ad- 
vance continuing and the gradual im- 
provement in the standards of living of 
the people (which has already shown 
such a remarkable stride in the last 
ten years), many ‘special situations in 
various phases of -commercial activity 
in the United Kingdom could be 
picked out which should outpace the 
general market rise in the years 
ahead. But among the most basic 
industries, the prosperity of the Brit- 
ish steel industry and the very favor- 
able outlook for its future merits 
attention. 

Britain’s steel industry is the most 
prosperous in Europe. The major part 
of the postwar expansion is now com- 


| plete, and corporate profits are be- 


ginning to reflect the benefits of 
capacity production. However, nei- 
ther the expansion plans nor the 
benefits are yet entirely complete. 


| The output of the steel industry in the 
| United Kingdom in 1959 was about 


| comparable 


20 million tons; this year it would 
appear that over 24 million tons 
will have been produced before the 
end of the year. Hereafter, expan- 
sion will proceed at a slower rate, 
and by present plans the capacity 
of the industry by 1965 should be 
30 million tons. British steel is ap- 
proximately 20% cheaper than the 
American or German 
product, and the favorable price of the 
English product would appear to be 
due mainly to the very modern plants 
employed. The prosperity of the Brit- 


| ish steel industry should not suffer 


to any extent by cutbacks in con- 
sumption due to any minor economic 
setbacks, inasmuch as the country is 


| still an importer of steel. The recent 


credit squeeze has apparently had 
little or no effect on steelmakers, 


| and with the recent reduction of the 
| bank rate, we can predict fairly con- 


fidently that any struggles experi- 
enced by the hardware goods indus- 
tries will disappear before their im- 
pact can be felt on steel consumption. 
Capital goods industries throughout 


continued to grow in their demand | 


for steel. 


Steel Company of Wales is prob- | 


(CONTINUED ON PAGE 69) 


(OIL STOCKS 


| Our November 


| “Oil Industry in 


| Monthly Letter, 


Recovery Cycle,” 

| is a major study 
of current values 
in this basic in- 
dustry. It pre- 
sents six reasons why our analysts reo 
ommend selected oil issues. Included in 
this Letter is a discussion of: 


| The technical position of oil stocks 


Mandatory import controls and 
domestic production restrictions 


Product prices and profit margins 
Estimated 1960 price-earnings ratios 
Dividend protection and yields 


PRODUCT PRICES AND EARNINGS 


Weighing the industry’s decelerating 
long-term growth trend against the 
favorable present technical position, 
our Letter emphasizes that there is no 
close correlation between demand for 
petroleum products and net earnings 
of the oil industry. Improvement in re- 
fined product prices, if sustained, could 
increase earnings of integrated oil com- 
panies considerably without any gain 
in sales volume. 


8 LEADING OIL ISSUES SELECTED 


Earnings and dividend data are given 
on 14 leading domestic and interna- 
tional oil companies. Eight oil stocks, 
4 of international companies and 4 of 
domestic companies, are specifically 
recommended. 


OTHER RECOMMENDED STOCKS 


Our Monthly Letter also includes a list 
of over 150 favored stocks in other 
groups, with price, yield, dividend, and 
1959 and estimated 1960 earnings on 
each. These diversified issues are kept 
under continuous review. For your 
copy of this Letter, now available to 
investors, mail the coupon below. 


CREATIVE 


GOODBODY &CO. 


ESTABLISHED 1891 
MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 


2 BROADWAY, NEW YORK 4 
OFFICES IN 40 CITIES 

Please send me without cost your 

Monthly Letter FN-15. Please Print. 
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dollar invested in common stocks? 
How some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
in a few 

great 


the equally 


in warrants? 

. at warrants are outstanding in to- 
day's market and how should they 
be bought and sold? 

For the answer to ail these estions. yo 

should not miss the 

full-len stud its. ind-—**THE 

SPECULATIVE MERITS ‘OF F COMMON STOCK 

WARRANTS" b 

ou should know about, 
H. Associates, Dept. 

F-167, 220 Fifth Avenue, New 


York 1, N. Y. or send for 
tree descriptive folder. 


send $2.00 to 


Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 

independent judgment in helping to select 

the right stocks at the right time. Widely 

used by professional traders and investors 

Making Market Profits—and Keeping 
m. 


FREE ON REQUEST 

Literature on Figure Charts of Stocks and 
Commodities . . . a daily price change 
service . . . and instruction material. All 


will be sent free on request. Just write 
for Portfolio F-81. 


MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway New York 38, N. Y. 


FOR THE 
ASTUTE INVESTOR 


who wants the facts and guidance to help 
assure investment profits in amy hind of 
market, FINANCIAL WORLD offers the 
experience of 58 years of successful service. 
Accept this Special Introductory 26-WEEK 
Subscription at ONLY $12 and receive 26 
weekly issues of FINANCIAL WORLD, 6 
monthly Supplements of “INDEPENDENT 
APPRAISALS” and ADVICE-by-MAIL 
Privilege, PLUS the annual $5 STOCK 
FACTOGRAPH MANUAL. Write Dept. 
FB-1115, FINANCIAL WORLD, 17 Bat- 
tery Place, New York 4, N. Y. 


DON'T QUIT SMOKING 


«+» Before Giving My Pipe a Trial! 
New principle that contradicts every idea you've ever 
had t pipe smoking 
and mild hour after hour, without 
without bite, bitterness or sludge. To prove it, T'll let 


Ce Send name today for 
complete offer. Write to: E. A. 
1920 Sunnyside Ave., 


Send Report month’: 


LOWRY’S REPORTS, Inc. 
Established 1938 
TARK NEW YORK 17, N. ¥. 


INVESTMENT POINTERS 


Have We Seen The Lows? 


Over a year ago when this column 
repeatedly urged caution in the mar- 


| ket place, many investors, financial 


analysts, business leaders, public of- 
ficials, etc. completely disagreed; for 
at that time, excessive optimism 
flourished feverishly. Today, with the 
Dow-Jones industrial average down 
some 120 points, many of these same 
observers have reversed their think- 
ing and are now of the opinion that 
we have been in a bear market, that 
the Dow-Jones industrial average is 
going a good deal lower, that the 
economy is trending downward and 
that we are headed for a serious re- 
cession or perhaps a long depression. 

In this connection, I think a recent 
comment by the Wall Street Journal 
hits the nail on the head: “A notable 
factor in the stock price picture is the 
growing number of traders, investors 
and financial commentators who have 
become alive to the fact we have been 
in a bear market and a business re- 
cession for the better part of a year. 
Some observers believe this recogni- 
tion, belated as it may be, is probably 
more bullish than bearish. Experience 
has shown that when everyone gets 
on the same side of the band wagon, 
market direction frequently changes.” 
Indeed, this column continues of the 
opinion that the worst part of the de- 
cline is over and that many good- 
grade stocks are once again selling at 
attractive levels where scaledown 
purchases should work out favorably 


by J. DONALD GOODWIN 


for long-term ap- 
preciation. That 
the future of 
America is bright, 
I feel quite confi- 
dent. Accordingly, 
I give data here- 
with on additional 
stocks I consider 
attractive at or around their recent 
lows, with additional purchases war- 
ranted in the event of a further mod- 
erate decline. 

For years, Amerada Petroleum had 
been a favorite of investment man- 
agers all over the world, having been 
held in sizable amounts by nearly 
every important fund and institution. 
However, during the last several 
years oil securities lost favor and 
were heavily liquidated. Amerada 
was no exception. Indeed, the stock 
declined from a peak of 147% in 1957 
to a low of 55 last July. Since July, 
the general market has acted poorly, 
to say the least. However, leading 
oils, and particularly Amerada, have 
strongly resisted the downward trend. 
Actually, during this period Amerada 
rose 8 points, to 63, has even risen 
higher since. It is my _ opinion 
that the stock has reacted far 
enough and that it now represents a 
wonderful opportunity for income 
and eventual price recovery. In this 
connection, I consider it especially 
important to note the fact that man- 
agement recently elected to increase 
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the quarterly dividend from 50 cents 
to 65c, an annual $2.60, which affords 
a current yield of better than 4%. The 
company’s past record has been out- 


standing. It is one of the strongest 
units in its field. 


Exactly 12 months ago, General Re- 
fractories sold at 3934 which repre- 
sented an all-time high for the stock. 
Since then, it has declined sharply to 
185g, where it sold some weeks ago. 
The entire advance, begun in 1958, 
has been wiped out, for the stock has 
reacted .o the level from which point 
its rise had begun. I would be very 
much surprised if it reacted much 
from this level and suggest readers 
consider its purchase for income and 
capital appreciation over the long 
term. The company, strong financially 
(as of last June 30, book value 
amounted to $18.43 a share) and very 
capably managed, makes a complete 
line of fire brick and heat-resisting 
materials which are used for lining 
steel-making furnaces, coke ovens, 
boilers, etc., and as a result its for- 
tunes are closely geared to the steel 
industry. 


Profits have been under | 


pressure this year as a result of lower | 


steel operations. 


Nonetheless, earn- | 


ings for the full year are estimated | 


at between $1.75-$2 per share vs. 
$1.62 in 1959. Sizable income from 


foreign subsidiaries is responsible for | 


the anticipated improvement. The | 
current $1 annual dividend appears | 


quite safe. The stock has proven to 
be an excellent investment in the 
past, and now that it is once again 
selling at an attractive level, I highly 


recommend its purchase, particularly | 
on reactions of a point, or two, or | 


three. Current price: 21. 


Pennsalt Chemicals, incorporated in 
1850, manufactures a diversified line 
of industrial chemicals and chemical 
specialties, including fluorine chemi- 
cals, high energy fuels, water treat- 
ment compounds, plastics, etc. Sales 
have more than doubled in the last 
decade, having risen from $39.9 mil- 
lion in 1950 to an estimated $90 million 
for this year. Earnings during that 
period changed very little and are 
estimated at around $1.30 per share 
this year vs. $1.18 in 1959 and $1.34 in 
1950. New management in recent 
years is doing much to bring about 
an improvement in the profits picture, 


and it is hoped that earnings improve- | 
ment will materialize as a result of | 


the current large expansion program | 
both in this country and abroad. | 
Meanwhile, the stock, now around | 


26, compared with a 1959 high of 36 
and a low of 22% reached several 
months ago, appears attractive for 
long-term appreciation. Purchases 
are advised on a scaledown. Current 
(CONTINUED ON PAGE 68) 
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1 WITH 1-MONTH TRIAL SUBSCRIPTION | 
! FRE to United Reports — Starting NOW | 
To start receiving the next 4 weekly UNITED Reports | 
- right away, and UNITED’s ANNUAL FORECASTS on 1 
in 1961? | Stocks and Business for 1961 — right from the — 
Don’t let recession talk at home or December 12 — send only $1 with this coupon y. 
etaincies al j blind your eyes | (This Special Introductory Offer is open to new readers only) | 
to the profit possibilities of 1961. To | D> FILL OUT COUPON AND MAIL NOW WITH ONLY $1 <q | 
plan for New Year profits, get | SENT TO YOU BY AIRMAIL $1.25 [) | 
UNITED's Annual Forecast 
Report, pinpointing the risks | 
and new opportunities in the Address | 
year ahead, with UNITED's 
“10 BEST STOCKS” , UNITED BUSINESS SERVICE 
for 1961 Profits | 210 NEWBURY STREET BOSTON 16. MASS. | 
ACT NOW! Send only $1 Today. l Serving more individual investors than any other advisory service | 
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SOUTHERN 
NATURAL GAS 


| 
CARBIDE 
| COMPANY 


| dividend of ts | for 
- capital stock of this Corporation has Common Stock Dividend No. 87 


} been declared, payable December 1, 
1960, to stockholders of record at the 
close of business November 4, 1960. The 
} last quarterly dividend was ninety 
} cents (90¢) per share paid September 
} 1, 1960. 

Payment of the quarterly dividend 
on December 1 will make a total of 
$3.60 per share paid in 1960. In 1959, 
$3.60 per share was also paid. 


JOHN SHANKLIN 
Secretary and Treasurer 
UNION CARBIDE CORPORATION 


A regular quarterly divi- 
dend of 50 cents per shere 
has been declared on the 
Common Stock of Southern 
} Natural Gas Company, pay- 
able December 14, 1960 to 
stockholders of record at the 
close of business on Novem- 
ber 30, 1960. 

W. S. TARVER, 
Secretery 
Dated: October 29, 1960. 


How To Multiply Your Profits 
By “Buying a Little Too Late” 


“I always make sure to buy a little too late and sell a little too soon.’ This profit-formula was 
= by one of history’s most successful speculators when asked how he consistently reaped 
arge profits from his market ventures. His idea, of course, was to buy stocks after they touch 
bottom, and to sell before they reach the top. Good advice, but how do you know when you've come 
to the important turning points? To answer this question, the founders of Investors Research Co. 
develo a complex battery of technical tools that has proved amazingly accurate in pin- 
pointing important market turning points before they become apparent in the averages. Com- 
bining comprehensive technical analysis with continuous supervision of more than 500 stocks, 
Investors Research continuously spotlights stocks that currently offer potential profit possibilities. 


SPECIAL TRIAL Subscription: You may receive IR’s reports, covering 500 stocks 


in 45 key industries, for 5 full weeks—for only $1. And as an additional bonus, we'll send you our 
latest special bulletin, *‘A Positive Investment Program."’ Send in the coupon below—TODAY. 


Company (Dept. F-99) 


Please air mail 5 week trial sub- 


INVESTORS RESEARCH“ --------- 


922 Laguna Street scription and Bonus described 
Santa Barbara, Calif. 
| 
= *Serving investors in 50 States and 20 foreign nations. = 
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NEXT 90 DAYS CAN 
CHANGE YOUR LIFE 


A Warning from 
The Wall Street Journal 


You are living in a period of rapid 
changes. The next 90 days will be filled 
with opportunities and dangers. 

Fortune will smile on some men. Dis- 
aster will dog the footsteps of others. 

Because reports in The Wall Street 
Journal come to you DAILY, you get 
fastest possible warning of any new trend 
affecting your business and personal in- 
come. You get facts in time to protect 
your interests or seize a profit. 

If you think The Journal is just for 
millionaires, you are WRONG! It is a 
wonderful aid to salaried men making 
$7,500 to $25,000 a year. It is valuable 
to owners of small businesses. Read it 90 
days and see what it can do for YOU. 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 


44 Broad Street, New York 4, a * York. 
M-11-15 


A heavenly bag—much more elo- 
quent than words for that deluxe. 
gal. So soft and lovely in smooth 
tan or eggshell—AND, it will 
please! $29.75 prepaid. Satisfaction 
Guaranteed. General catalog S0¢. 
Free with order. Fast service. 


KIRBY SALES CO., Vero Beach, fis, 


UNHAPPY WITH 
YOUR INCOME? 


Get in on top new offers in franchises, new prod. 
vets, real estate, mail order, foreign trade, other 
little known profit ventures for small capitol. 
Write for free research letter, 
W-189, Research Information 50 
West 30th Street, New York ¥. 


[ The Interim Technical Review 


Thorough apereisais of current & anticipated 
stock trends, stress a selectivity & 
careful timing efforts. by professional! 
& private investors & traders as a thoughtful, 
ractical, moderate-cost service (bi-weekly). 
lustrated with Point ec tails 

& free copy of recent issue —_ 

Dept. F-2, Box St. 

New York City 5, 


by JOHN W. SCHULZ* 


The Non-Conformist 


Amonc the constantly growing num- 


| ber of stocks traded on our exchanges, 


there are many that pay little heed 
to the course of the averages and 
persist in going their own way. A 
rather remarkable example of this 
species is International Minerals & 
Chemicals (IGL, 30-31). Look at the 
Point & Figure Chart printed below: 
the stock still sells about 30% under 
its 1951 high (44), whereas the Dow- 
Jones industrials have more than 


| doubled during the same period, even 


making allowance for this year’s de- 
cline. 

A sorry performance, you say. Why 
bring it up? Several reasons. First of 
all, the stock has lately behaved some- 
what better than the general market. 
In August it managed to make a 
new high at 36 for a modest uptrend 
from the 1956-57 low of 26. This rally, 
which you can see in the penultimate 
column of our chart, was promptly 
pinched out by the sharp market set- 
backs of September and October. But 
nevertheless the pressure on IGL was 
not so heavy as to break the price 
under the lows established earlier 
this year, and the stock still holds 
above its September 1959 low (28), 
which is a lot more than you can say 
of the D-J industrials. So we have 
here the apparent paradox of better- 
than-average performance within the 
framework of a nine-year downtrend. 

Second: In light of this recent 
showing, it makes sense to inquire 
whether a lasting reversal of the long 
downtrend may not, after all, be in 
the making, at least on technical 
grounds. Although the rise since 1958 
was negligible compared to that of 
the Average, it is quite clear that it 
did reverse the downtrend from the 
1954 high (column 1) after complet- 
ing the long trading range (26-30) of 
1956-57 between columns 2 and 3 as 
a characteristic reversal base. Ac- 


cording to the 
standards of Point 
& Figure chart 
analysis, the nine 
columns of price- 
reversal action in 
this base suggest 
a potential carry- 
ing power of nine 
price units (here, 18 points) for an 
ensuing major uptrend. This poten- — 
tial is shown by the target (shaded 
circle) projected to the 44 line from 
the lowest level of the base. It is 
strong technical evidence that the 
previous major high could be ex- 
ceeded and thus that the longer-term 
downtrend may be reversed. 

Third: The relatively superior per- 
formance of the past year can be at- 
tributed to internal improvement of 
a fundamental nature. The company 
is a major producer of phosphate 
rock and manufacturer of agricultural 
fertilizer. It has been moving toward 
becoming an important producer of 
potash as well. The demand for fer- 
tilizers has been growing steadily and 
apparently will continue to do so. IGL 
also sells to the chemical, drug and 
food industries. Its sales have more 
than doubled in the past ten years, 
but earnings have been penalized by 
heavy outlays for expansion of facili- 
ties and for making them more effi- 
cient. At last, all that effort may be 
paying off. In the fiscal year ending 
June 30, 1960, reported net per share 
was $3 and cash earnings (before de- 
preciation and depletion charges) 
around $6; in 1951, when the stock 
sold as high as 44, the respective fig- 
ures were $3.06 and $4.48. Only two 
years ago, earnings were still down 
at $2.09 and cash flow at $4.94. In 
fiscal 1959 they were $2.47 and $5.44. 
So there has been distinct progress. 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange. 
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STANDARD 


STRENGTH... 
THROUGH DYNAMIC 
DIVERSIFICATION 


Rockwell-Standard serves: 
Transportation * Construction 
Agriculture * Petroleum 
Public Utilities * General 
Industry and Government 


Rockwell-Standard produces: 
Axles * Transmissions 
Torque Converters 
Leaf and Mechanical Springs 
Bumpers * Cushion Springs 
Brakes * Forgings * Stampings 
Grating * Universal Joints 
Executive Aircraft 
Lighting Standards 
Gas and Liquid Filters 


DIVIDEND NOTICE 


The Board of Directors has today 
declared a regular quarterly dividend 
of fifty cents (SO¢) per share on the 
Common Stock of the Company, 
payable December 10, 1960, to share- 
holders of record at the close of 
business November 17, 1960. 

A. A. Finnell, Secretary 


October 24, 1960 
(ROCKWELL-STANDARD hed, 
RATION 


CORPO 


“CORAOPOLIS PENNSYLVANIA 


POOR 


POOR & COMPANY 
CHICAGO 


The Board of Directors has 
declared a quarterly dividend 
of 37%¢ per share on the 
common stock payable De- 
cember 1, 1960 to stockhold- 
ers of record at the close of 
business November 10, 1960. 
A. J. FRYSTAK 

Vice President & Secretary 

October 26, 1960 Po 


| DOW THEORY LETTERS 


by Richard Russell 
Read by professionals and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow . reprints of the author's 
four recent articles in BARRON’S, and a one- 
month trial subscription Ay issues), $1.00. 
($50.00 y. Air 


Dept. F, 125 East 83rd Street, N.Y. ¢. 28 
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However, the first quarter of the 
new fiscal year brought fresh disap- 
pointment, namely, a loss equal to 
28 cents a share. This is seasonally 
the weakest quarter, normally aver- 


| aging only 2% of annual earnings, 


and this year suffered from charges of 


_ a presumably non-recurring nature. | 
| Despite this loss, IGL’s president has 
| forecast net earnings for fiscal 1961 
| of at least $3.15 per share, which 


would imply an expectation of over 
$3.40 for the next three quarters, or 
over 20% better than the $2.81 per 


| share in fiscal 1960’s corresponding 
| period. If at all realistic, the forecast 
| would indicate an attractive rate of 
| continued growth, for which the mar- | 
| ket should be willing to pay more | 
than ten times last reported annual | 
| earnings. In any case, 
| yearly dividend rate of $1.60 per share | 


the current 


looks secure, and the indicated yield 
of better than 5% is distinctly above 
average. 


Fourth: There may be some signifi- 


cance in the fact that the downtrend 
_ from the 1951 high coincides with the | 


tenure of the outgoing Administra- 
tion. No matter who wins this year’s 
election, it seems fair to assume that 
agriculture will gain some benefits 


| and that therefore the stock market 
| may be willing to look more kindly 


upon the stocks of companies that 
supply the farmer. 

Thus I think there is a strong prob- 
ability that IGL’s technical potential 
for a major uptrend can be imple- 
mented under the impact of rising 
sales and earnings combined with 
political considerations. It may take 
the market some time to overcome the 
prejudice established by many years 
of disappointment with this stock, and 
there may still be ample supplies from 
holders who bought it in the mid 
and upper 30s in the early 1950s. Nor 
is IGL a normally volatile stock. But 
at current prices, I can’t help feeling 
that the speculative risks are com- 
paratively light, because there seems 
little reason to expect the stock to 
violate the lows established since 
1956 in the 26-28 range. 

As you probably realize, the re- 
versal base is much broader on the 
28 line than on the 26 line, and if 
you were to project a target from the 
former level it would reach well above 
50. This might not prove as wild as 
it seems now and could have longer- 
term significance. Assuming that the 
company can maintain the rate of 
earnings improvement shown since 
1958, you can project a net per share 
well above $4 a few years hence; the 
market may find itself willing to allow 
for this possibility by applying a more 
imaginative price-earnings multiple 
than it does now. 


On Page 14 ' 
you saw the famous hands of 


JOHNNY UNITAS 


On the football field, 
the Baltimore Colts’ 
spectacular quarter- 
back has a  built- 
in mental thermostat 
that keeps him icy 
‘ cool during the hot- 
test action. Off the 
field, thermostats 
and other controls 
from Robertshaw 
give the touch of 
everyday magic to 
his life and yours. 


INVESTING & TRADING 


The 28 year old, original RICH- 
ARD D. WYCKOFF COURSE shows 
how to successfully invest and 
speculate. (Not an advisory 
service.) Write for brochure F3 


For $5, You Can 


TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, how 
Barron’s National Business and Financial 


| Weekly gives you complete financial and 
| investment guidance—the equivalent of 


numerous special services that cost much 
more. A trial subscription—17 weeks for 
only $5—brings you: 

Everything you need to know to help 
you handle your business and investment 
affairs with greater understanding and fore- 
sight . . . the investment implications of cur- 
rent political and economic events, and 
corporate activities ... the perspective you 


| must have to anticipate trends and grasp 


rofitable investment opportunities . . . the 
Ceenteden of underlying trends, immediate 
outlook, vital news and statistics, which 
indicate real values of securities. Compactly 
edited to conserve your time, yet keep you 
profitably informed. 

No other publication is like Barron’s. It 
is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you. 

Try Barron’s and see for yourself how 
this complete weekly financial news service 


stem you money-making, protective in- 


rmation you need in managing your busi- 
ness and investments wisely, profitably, in 
the eventful weeks ahead. 

Only $5 for 17 weeks’ trial; full year’s 
subscription only $15. Just send this ad 
today with your check for $5; or tell us 
to bill you. Address: Barron’s, 392 New- 
bury Street, Boston 15, Mass. F-1115 
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ENERGY 


INCORPORATED 


A mutual fund investing 
for growth possibilities in... 
Electronics 
Roe uels 
mss es & Space 
tomic Energy 
th ities 
and other activities related to 
the energy fields. 
NO COMMISSION OR 
SELLING CHARGE 
of any kind. Shares are 
offered at net asset value, 
and redeemed at 
net asset value. 
Send for Free Prospectus. 
Write Dept. F 
Distributor 
RALPH E. SAMUEL & CO. 
Members of N.Y. Stock Exchange 
2 Broadway, N.Y. 4, N.Y. 
Tel. Digby 4-5300 


institutional 
growth 
und 


Established in 1939 


A diversified, managed mutual fund... 
... with the principal 
objective of possible 
capital appreciation . . . 
Ask your mutual fund 
dealer for a free pro- 
spectus and descriptive 

or mail the 


INSTITUTIONAL 
SHARES, LID. 


85 Broad Street, New York 4, N. Y. 
! 


Please send me a free prospectus and further 


1 
information on institutional Growth Fund. ; 


THE FUNDS 


People: 
THE VOICE OF EXPERIENCE 


At THE age of 74, Merrill Griswold is 
no longer very active in the mutual 
fund business. “These days,” says he, 
“I spend more time learning how to 
play bridge . . . correctly.” 

But as the man who played a lead- 
ing role in organizing Massachusetts 
Investors Trust back in the 1920s, and 


| then spent most 


| of the next three 


decades building 
it into one of the 
giants of the in- 
dustry, Griswold 
knows the ins and 
outs of the busi- 
ness as well as 
any man. Chain 
smoking cigarettes 
and taking his ease 
one rainy day in New York early this 
month, Griswold was in a reflective 
mood and spoke his mind to a Forses 
reporter about a number of things of 
current concern to fundmen. 

Question: Should the funds them- 
selves start policing the selling prac- 
tices of their distributors? 

Answer: Definitely. It’s true that 


Merrill Griswold 


_ investors have considerable protection 


right now, ranging from the Securi- 
ties and Exchange Commission to the 
Better Business Bureau. But it 
wouldn't be a bad idea for the funds, 
through their National Association of 
Investment Companies, to have some 
policing powers of their own. Think 
of the publicity effect on an invest- 


suspend it for a month, for example. 
I think that “names” can hurt as 
much as sticks and stones. 

Q. Apart from selling practices, are 
there other aspects of the fund busi- 
ness today that cause you concern? 

A. Well, I wouldn’t like to see any 


ment ait if the NAIC were to. 


| more proxy fights take place between 


management companies such as there 


were earlier this year. A few years 


ago, I'd have mentioned another—the 


| manner in ‘which capital gains dis- 


| 


tributions are treated in sales litera- 


ture and stockholder reports. In the 
early 1950s, some funds were paying 


capital gains even quarterly, and they 
weren't making it clear enough that 
such distributions were not dividends. 


Salesmen were going around talking 


about “returns” of 8% or 109%. Actual- 


ly, of course, part of that was a return 


of capital, not earnings on capital. 
Now, however, I think the vast major- 


ity of funds are doing a good job of 
making the distinction between the 


two completely clear. 

Q. Are management fees too high? 

A. I don’t think so. As long as the 
rate itself is reasonable, nothing seems 
wrong to me about a management 
company’s making a lot of money as 
the total assets get bigger. After all, 
the management of funds is a business. 
But I do think that more and more 
funds are going to adopt some kind 
of sliding scale on which to base 
their fees as assets grow. I don’t think 
legislation will be needed to bring this 
about. Competition between funds 
will take care of it. 

Q. What is your opinion of front- 
end load contractual plans? 

A. No comment. I am, however, en- 
thusiastic about voluntary plans. I 
have some for my grandchildren. 


Competition: 
NEW PLAYER 


ALREADY worried about slipping sales 
and competition from insurance com- 
panies’ variable annuity plans, mutual 
fund executives last month had yet 
another new rival to worry about. 
After years of managing the invest- 
ment portfolios of Philadelphia’s well- 
heeled “silk stocking” set, Girard 
Trust Corn Exchange Bank last 
month announced a plan plainly de- 
signed to bring in customers of far 
more modest means. For years Gi- 
rard had held to a $10,000 minimum 
in its trust business. Now it is estab- 
lishing a “personal retirement trust” 
plan under which the bank will man- 
age portfolios as small as $1,000. (The 
money will be invested, at the cus- 
tomer’s discretion, in one of two 
portfolios—a common stock fund or a 
balanced fund.) 


FUNDS 
VS. THE MARKET 


1949=100 
Indexes use weekly clon prices. 
Fund indexes assume reinvestment 
of capital gains at net asset value 
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Weystone 


For CURRENT INCOME 
Income Fund K1 

(0 Low- Priced Bond Fund B3 
Discount Bond Fund B4 

For INCOME with GROWTH Possibilities 
© High-Grade Common Stock Fund S1 
(J Income Common Stock Fund S2 

For CAPITAL GROWTH Possibilities 
0 Growth Fund K2 
(0 Growth Common Stock Fund S3 
(CLower-Priced Common Stock Fund S4 
(0 Keystone Fund of Canada, Ltd. 

For FREE Prospectus describ- 
ing any of these Funds, check above, clip 
and mail this ad with your name and 
address to Dept. G-31 


THE KEYSTONE COMPANY 


50 Congress Street, Boston 9, Mass. 


Tv. ROWE PRICE | 


GROWTH STOCK 
FUND, IMC. 


BALTIMORE, MARYLAND 


OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 


The Board of Directors has de- 
clared a fourth-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable December 9, 
1960 to stockholders of record 
November 18, 1969, making total 
dividends declared for 1960 of 
Three Dollars ($3.00) per $12.50 
por value share. 


M. W. URQUHART, 


|_ November 2, 1960 
GOLD stocks: 


Gold stocks a good buy? A devaluation 
hedge? A leverage for enormous capital 
gains? Crisis ... next week? ... next 
month? Reviewed by Karl N. Kaiser in 
his market letter, Trends & Signals. . . 

CAPITAL GAINS INSTITUTE, INC. 

208, 333 S. Beverly Dr., Beverly Hills, Calif. 
T enclose $1; please send Trends & Sig- 
nals for 2 months trial (new readers only), 


Where most fund shares have an 
8% or 8.5% sales commission built 
into their offering price, the Girard 


| plan has no commission. The Girard 


fee for managing these small port- 
folios, $5 per $1,000 of assets, is closely 
comparable to fund management fees 
of 0.5% of total net assets. 

How are the Philadelphians taking 
to the new plan? After just six 
weeks of operation, Chairman Geof- 


introduced yet another plan with po- 
tentially an even broader appeal: a 
payroll deduction plan with a mere 
$500 minimum requirement. 


Management: 


THE “WHY” AND THE 
“WHEREFORE” 


Mutvat funds content themselves 
with reporting sales and purchases of 


portfolio securities, keep to them- | 


selves the reasons for the shifts. Not 
so President Harland H. Allen of Chi- 
cago’s smallish Growth Industry 


‘Shares (total assets: $23.1 million). 


In reporting portfolio changes to 
stockholders last month, President 
Allen was characteristically precise in 
spelling out, for example, the “whys” 
and “wherefores.” 

“Freeport Sulphur was sold,” said 
he, “both because its principal product 
(sulfur) is suffering price-wise via 
excess capacity and because impend- 
ing nationalization of its nickel opera- 
tions in Cuba was erasing the interest 
of speculative holders.” 

General Electric was 
Growth sale. Said Allen: 


another 
“The pro- 


JUST OFF THE PRESS! 


BABSON’S 
1961 


STOCK & BOND 


frey S. Smith was not yet ready to | 
say. As it happens though, he has | 


ceeds from General Electric were | 


switched into European-domiciled 
Philips Lamp to get a better product 
mix in the overseas market, better 
labor relations and faster growth.” 

But the Philips-GE swap did not 


| mean that Allen was selling the U.S. 


| economy short. 


“Growth Industry 


| Shares,” said he, “did not buy any 


gold stocks, or any foreign securities 


| merely to get capital investment out- 
| side the U.S.” As Allen sees it, much 
| of the current brooding about gold 
| can be traced to speculation, arbitrage 
| and “ill-defined fears in a little un- 


derstood field” as well as the actual 


| movement of capital abroad. 


Allen, in fact, actually thinks the 
flow of gold will ultimately change 
course. “Our present $40- to $50- 
billion investment abroad should be- 


fore long begin to reverse the problem | 


of gold flow—as the interest and | 


profits from these investments are | 


returned,” says he. “In other words, 
the management of this fund is not 
concerned about devaluation of the 
dollar in the 1960s.” 


FORECAST 


Babson’s annual Stock Market Out- 
look is now ready for all investors. 
How will the new administration 
affect the Stock Market? What 
stocks are most likely to advance 
in 1961? Where are the pitfalls? 
Will the New Year bring you profits 
or losses? 


Here are the predictions of one of 
the Country’s most highly respected 
investment teams. Yours for only 
$1.00. This valuable report includes: 


The Outlook for the Stock Market 
10 Growth Stocks 
10 Stocks for income 
10 Stocks to Weed Out Now 
6 Bonds for Income and Safety 


25 Stock Briefs—Leading Com- 
panies 

25 Stocks (1st claims on profits) 

Sample $20,000 portfolio 


BONUS FOR PROMPTNESS — 
BABSON’S LATEST GROWTH 
SURVEY. Shows anticipated growth 
rate of 70 different industries and 
selects stocks for most rapid growth. 


Profit by the research and experi- 
ence of the Country’s oldest Per- 
sonal Investment Advisory Service. 
MAIL $1.00 WITH THIS COUPON TODAY: 
| BABSON'S REPORTS INC. 

| Wellesley Hills 81, Mass. 

! Please send me your STOCK & BOND 


FORECAST For 1961. I enclose $1 to 
| cover cost of printing and mailing. 
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DIVIDEND NOTICE 


The 640,000 owners of Stand- 
ard Oil Company (New 
Jersey) will share in the earn- 
ings of the Company by a div- 
idend, 

declared by the Board of 
Directors on November 3, 
1960 and payable December 
13, 1960 


to sharebolders of record No- 
vember 14, 1960 at the rate of 
60¢ per share of capital stock. 


1960 is the 78th consecutive 
year in which cash dividends 
have been paid. 


Standard Oil Company 


(New Jersey): 


Esso)-— 


Manufacturer of the Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 


dividends 
have been declared as follows: 
Common Stock’ 
1%% in its Common Stock 


$1.12% per share 


An Initial Prorated Dividend 
$2.25 Series B Convertible Second 
Preferred Stock 
$.6542 per share 


| : 


PHOTO CREDITS 
Page 11: Wide World 
Page 12: Wide World 
Page 19: Mac, Anchorage 
Page 20: Bettmann 
Page 30: Dahlheim 


HOOPER 


LURIE 


(ConTINUED FROM PAGE 58) 


should be in the $2.80 to $3 range. 
The company makes toys (a very 
profitable part of the picture), cowboy 
boots, underwear, work clothes and 
sportswear and is developing a prom- 
ising chemical business. 

Skyline Homes, Inc. (15, over-the- 
counter) is the fifth-larges. maker of 
mobile homes. Last year 149,000 mo- 
bile homes and travel trailers were 
built by the industry, with estimated 


_ sales of $640 million. Skyline’s sales 
| in the year ended last May were $12.1 


million, earnings $1.41 a share. The 
dividend rate is 80c per annum. This 
looks like a real growth company in 


| a growth industry. There are 115,000 


shares of Class A stock outstanding. 

American Telephone (91%) looks 
like an outstanding “big” stock to own 
for profits and an increase in the $3.30 
annual dividend. Earnings this year 
probably will be higher than the $5.50 
a share widely estimated. This com- 
pany, in addition to owning the 
world’s largest telephone system, is 
perhaps the world’s biggest factor in 
electronics. The benefits of large 


_ capital expenditures for automation 


| are beginning to ripen off. 


In my 
opinion, American Telephone is far 
from a drab issue. Fifteen times 
earnings looks like a low price for it. 

Garrett Corporation (55%) sold off 
on publication of earnings of 28c¢ a 
share for the September quarter, but 
these earnings are a poor forecast of 
what should be expected for the year. 
Moving expenses and preparation for 
new projects explain them. I still 
look for $5 to $7 earnings per share 
for the year ending next June. This 
stock sells for less than ten times last 
year’s net of $5.42 a share. It is one 
of the stocks I look to do better than 
the market. 

Textron (19%) long has been an 
unpopular issue. I think the stock 
is undervalued. The company may 
earn $3 a share this year. The textile 
business now amounts to less than 
20% of the company and is profitable. 


| Offering a return of around 6%, this 


speculative stock is beginning to gain 
friends from analysts who long have 
down-graded it. 

More than 100 NYSE stocks now 
offer a return of better than 6%. 
Some of the better ones, in my opin- 
ion, are among the rails like Great 


| Northern, Illinois Central and South- 


ern Railway. Others which appeal to 
me are American Agricultural Chem- 
ical, Bayuk Cigars, Book-of-the- 
Month, Fruehauf, General Steel Cast- 
ings, Joy Manufacturing, Ruberoid, 
Texas Gulf Sulphur and Stone & 
Webster. 


(CONTINUED FROM PAGE 45) 


2) The fact that prices are below 
previous highs is not an excuse for a 
“do nothing” policy. It’s unrealistic 
to expect the market to repeat the 
same errors. A once bitten public is 
always twice shy. In this connection, 
the following grouping of common 
stocks might be helpful to readers of 
this column who are interested in 
making portfolio changes: 

Depressep COMPANIES TURNING THE 
Corner: Amerada, Boeing, Chrysler, 
Deere, W. R. Grace, Raytheon, Stand- 
ard Oil (Indiana). 

Derensive Issues Ap- 
PEAL: American Telephone, Beech- 
Nut, El Paso Natural Gas, Food Fair, 
Philip Morris, Quaker Oats, Torring- 
ton. 

FOR SpEecIAL GROWTH: 
Allied Radio, American Broadcasting, 
American Express, Brunswick, Don- 
nelley, General Instrument, United 
Air Lines. 

ATTRACTIVE FOR OTHER REASONS: 
Alden’s, Armour, Cluett Peabody, 
Crown Cork, Northrop, Phillips Pe- 


troleum, Truax-Traer. 


GOODWIN 


(CONTINUED FROM PAGE 63) 


indicated annual dividend: 70 cents. 

Siegler Corporation, suggested here 
earlier in the year, has been a disap- 
pointment. However, I continue to 
regard it favorably as a good specula- 
tion for the long pull and advise its 
retention, with additional purchases 
warranted on further weakness, 
should it occur. The company’s state- 
ments have been good. In fact, for 
the year ended last June 30, record 
results in all departments were re- 
corded. For the first quarter recently 
ended, earnings dipped to 40c per 
share vs. 50c for the same period a 
year ago. Nonetheless, estimates for 
fiscal 1961 should compare favorably 
with the $1.71 per share earned 
in the past fiscal year. The company, 
founded only a little over 5% 
years ago, has shown substantial 
progress to date. Its sales have risen 
from $10.5 million in 1955 to $84 mil- 
lion for fiscal 1960. Acquisitions have 
played an important part in this 
progress. Indeed, its eighth merger 
during the period was recently an- 
nounced with Jack & Heintz, Inc. 
Management is alert and is “looking 
ahead in terms of future growth and 
greater profitability.” An indication 
of this is the fact that the company 
is now producing the automatic elec- 
tronic launch control system of the 
mighty Atlas. 
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HENRY 


(CoNTINUED FROM PAGE 61) 


ably the most attractive of the English 
steel shares. The company has a 
scheduled output for the current year 
of 3 million tons, as against 2.3 mil- 
lion tons in fiscal 1959. It is Britain’s 
largest sheet and tinplate manufac- 
turer. Since the war, approximately 
$160 million has been spent by the 
company on a new plant, and it is 
now in the middle of a $100-million 
expansion plan. The interim divi- 
dend this year has been raised from 
9 cents to 14c on the £1 shares, and it 
is expected that the total dividend for 
the year will not be less than 34 cents 
per share before British tax, a yield 
of over 5% on shares now selling at 
around 6. Earnings should exceed 
90c per share before British income 
tax. (In view of Britain’s tax laws, 
this is the only realistic figure to take 
in order to appraise how well a divi- 
dend is covered by earnings.) 

Other British steel shares which can 
be considered attractive are Colvilles 
and United Steel. Colvilles has this 
year reported a 100% rise in profits 
above last year’s; United Steel, about | 
20%. In contrast, Steel Co. of Wales 
has increased its profits by 50%. 


| 
| 
| 


| 


However, Steel of Wales would ap- | 


pear to be the most attractive at 


current price levels, especially for | 


American investors. 


The increase in the standard of liv- | 


ing during the last ten years has been 
so great that real wages would appear 
to have increased about 30% during 
the last 12 years. Consequently, bear- 
ing in mind that this increase will 
continue, store shares, especially of 
the multiple type, have been greatly 
recommended. However, prices have 
risen a great deal, and such favorites 
as Great Universal A and Marks and 
Spencer show yields of only 3.5% 
and 2.1%, respectively, making one 
wonder if their rate of future growth 
has not been sufficiently discounted 
for the time being. 

Judged by American standards, in 
the pharmaceutical field Glaxo would 
appear to be undervalued, showing a 
yield of over 4% and selling at 11 
times earnings. The management of 
the companv has been extremely ag- 
gressive and more than proved its 
mettle in recent years. Growth has 
been phenomenal since 1945. New 
drugs-—a recently discussed oral drug 
against fungus diseases and a new 
proteia food additive which has al- 
ready made impressive strides in 
countries suffering from nutritional 
problems—would tend to show that 
capable and aggressive management 
are not just a thing of the past. 
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Liberty is the only thing you can- 
not have unless you are willing to 
give it to others. 

ALLEN Waite. 


Too much and too little education 
hinder the mind. —PAscaL. 


It takes a kind of genius to make a 
fortune and especially a large fortune. 
It is neither goodness, nor wit, nor tal- 
ent, nor strength, nor delicacy. I don’t 
know precisely what it is: I am wait- 
ing for some one to tell me. 

—JEAN DE LA BRUYERE. 


The sum of behavior is to retain a 
man’s own dignity, without intruding 
upon the liberty of others. 

—Francis Bacon. 


He has a right to criticize who has 
a heart to help. —AskaHam LINCOLN. 


On the whole, I think we shall sur- 
vive . . . The outlook is as bad as it 
has ever been, but thinking people 
realize that, and therein lies hope of 
its getting better. 

— JAWAHARLAL NEHRU. 


Don’t get up from the feast of life 
without paying for your share of it. 
—W. R. Ince. 


The destiny of any nation, at any 
given time, depends on the opinions 
of its young men under five-and- 
twenty. —GOETHE. 


Wisdom comes by disillusionment. 
—Georce SANTAYANA. 


Duty is the sublimest word in the 
language; you can never do more than 
your duty; you shall never wish to 
do less. —Robsert. E. Lee. 


Irrationally held truths may be 
more harmful than reasoned errors. 
—Tuomas Hux .ey. 


Keep true to the dreams of thy 
youth, —SCHILLER. 


If I wanted to become a tramp, I 
would seek information and advice 
from the most successful tramp I could 
find. If I wanted to become a failure 
I would seek advice from men who 
have never sueceeded. If I wanted to 
succeed in all things, I would look 
around me for those who are suc- 
ceeding, and do as they have done. 

MARSHALL WADE. 


The average person puts only 25% 
of his energy and ability into his work. 
The world takes off its hat to those 
who put in more than 50% of their 
capacity, and stands on its head for 
those few and far between souls who 
devote 100% —ANDREW CARNEGIE. 


Profit is the ignition system of our 
economic engine. —CHARLES SAWYER. 


There are two ways of spreading 
light: to be 

The candle or the mirror that re- 
flects it. —EpItH WHARTON. 


B. C. FORBES 


“Don’t worry,” is easier said 
than done. But all of us should 
strive to combat worrying. The 
truth is that most of the things 
we worry about never happen. 
Worrying weakens. Hurts more 
than it helps. It is largely a mat- 
ter of habit. We must seek stren- 
uously to cultivate a cheerful 
attitude towards life, must have 
faith in the goodness of the All- 
Wise Ruler of the Universe, trust 
in his mercifulness. Fearful fore- 
boding has ruined the health of 
far more humans than anything 
that ever happened to them. 
Fight worry! 


A man of courage is also full of 
faith. —CIcERO. 


There is nobody so irritating as 
somebody with less intelligence and 
more sense than we have. 

—Don 


Half the trouble in the world arises 
from men trying to anticipate their 
time and season, and the other half 
from their trying to prolong them. 

—ARTHUR BRYANT. 


There are two worlds: the world 
that we can measure with line and 
rule, and the world that we feel with 
our, hearts and imagination. 


A man has to live with himself, and 
he should see to it that he always has 
good company. 

—Cnartes Evans Hucues. 


In case of dissension, never dare to 
judge till you’ve heard the other side. 
—EuRIPIDEs. 


When a man is really important, the 
worst adviser he can have is a flatterer. 
—GERALD W. JOHNSON. 


Liars are never specific. You even 
believe a fisherman when he an- 
nounces the length of his fish in feet 
and inches. You smile only when he 
measures his catch with a gesture. 

—James R. ApDAMs. 


Sometimes one pays most for the 
things one gets for nothing. 
—ALBERT EINSTEIN. 


Let us always have in mind that 
every attempt in the history of the 
world to establish a loafer’s paradise 
has wound up in a dictator’s hell- 
hole. —Haro tp E. STassen. 


Stones and sticks are thrown only 
at fruit-bearing trees. 


Combinations of wickedness would 
overwhelm the world by the advan- 
tage which licentious principles afford, 
did not those who have long practiced 
perfidy grow faithless to each other. 

—Ben JONSON. 

Knowledge is what a man acquires. 
Wisdom is what he is. A man has 
no more wisdom than he uses. 

—C. A. RIcHMOND. 


Utmost decency, in all our dealings 
with the other fellow, is the greatest 
need of the hour. Isn’t he just you 
and me? Besides, being the proper 
thing, in the long run, it pays hand- 
some dividends. -—ALBERT B. Lorp. 


A man too busy to take care of his 
health is like a mechanic too busy to 
take care of his tools. 

—SPANISH PROVERB. 


More than 3,000 selected “Thoughts” 
available in a 554-page book. Regu- 
lar edition. $5. 


Talk no more so very proudly, let not 
A Text ece arrogance come from your mouth; for the 


Sent in by R. Richard Renner, 
Cleveland, Ohio. What's your fa- 
vorite text? A Forbes ed 
sented to senders of texts used. 


Lord is a Ged of knowledge, and by him 
actions are weighed. 


—I SamueEt 2:3 
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MORE ENERGY... 
IN MORE FORMS... 


é 
FOR AMERICA'S 
GROWING NEED 
Ss 
t 
: Keeping the home fires burning is a big part of 
4 Texas Eastern’s job. And it's getting bigger. As more 
>. millions of homes are heated with gas, the importance 
“ of Texas Eastern’s natural gas pipelines increases. 
: Today, America’s need for energy of all kinds is 
» zooming. That's why Texas Eastern plans far 
“ ahead as it diversifies in the field of 
energy supply and enlarges its 
role as Pipeliner of Energy 
to the Nation. 
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Sheraton-East 
(the Ambassador) 
Sheraton -Atlantic 
Sheraton- Russell 


BOSTON 
Sheraton-Plaza 


WASHINGTON 
Sheraton-Cariton 
Sheraton-Park 

PITTSBURGH 
Penn-Sheraton 


BALTIMORE 
Sheraton- Belvedere 
Sheraton-Baltimore Inn 
PHILADELPHIA 
Sheraton Hotel 
VI DENCE 
Sheraton-Biltmore 
SPRINGFIELD, Mass. 
Sheraton- Kimball 


Sheraton-Ten Eyck 
Sheraton Hotel 


Sheraton Hotel 
SYRACUSE 
Sheraton-Syracuse inn 


BI . 
Sheraton inn 
MIDWEST 


CHICAGO 
Sheraton- Blackstone 
Sheraton Towers 
TROIT 


bE 
Sheraton-Cadillac 


CLEVELAND 
Sheraton-Cleveland 

CINCINNATI 
Sheraton-Gibson 


Sheraton-Jefferson 
OMAHA 
Sheraton- Fontenelle 
AKRON 


Sheraton Hotel 
INDIANAPOLIS 
Sheraton-Lincoln 
FRENCH LICK, ind. 
French Lick-Sheraton 
RAPID CITY, S. D. 
Sheraton-Johnson 
SIOUX CITY, 
Sheraton-Martin 
Sheraton-Warrior 
SIOUX FALLS, S. 0. 
Sheraton-Carpenter 
Sheraton-Cataract 
CEDAR RAPIDS, lowa 
Sheraton-Montrose 


SOUTH 

LOUISVILLE 
Sheraton Hotel 
The Watterson 


Sheraton-Dallas 
nEW 
Sheraton-Charies 


ILE, Alabama 
bettie House 
WEST 


SAN FRANCISCO 

Sheraton-Palace 

A 

Sheraton-West 
PASADENA 
PORTLAND, Oregon 

Sheraton-Portiand Hotel 
HAWAII 


HONOLULU 
Royal Hawaiian 
Royal Manor 
Princess Kaiulani 
Moana 
SurfRider 


CANADA 


THE SHERATON-PALACE HOTEL 


0 
King Edward Sheraton 
A wonderful world of comfort and beauty tempting tastes with culinary triumphs in the shen — y ~ laa 


heralds the renewed Sheraton-Palace, traditional Tudor Room at the Palace Corner. Guest rooms, Sheraton Connaught 
host to Golden Gate travelers. Even the incom- too, welcome you with radio, TV, rich furnishings overseas 
parable ylass-domed Garden Court blossoms with for relaxing, and the choice accessory — attentive RA, 

a fresh glory. And there’s a new royal restaurant service. Extra Sheraton values everywhere! conn ee 


Sheraton Corporation shares are listed on the New York Stock Exchange Diners’ Club card honored for all hotel services 
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